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ices you consider the long years that Mutual 


fire insurance has been serving America, or simply 
the more recent hard years of the depression — 
the conservatism, soundness and economy of the 


Mutual plan has been strikingly demonstrated. 


THE MILL MUTUALS 
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OF SEATTLE 
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| * 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


: Gale & Stone, Boston—Justin Peters, Philadelphia—Interstate Mutual Insurance Agency 

Co., Mansfield, Ohio, Pittsburgh, Penna.—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Megr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, 

Inc., Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City— 

The Martin General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, 
Portland, Spokane. 


SERVICE AT A SAVING 
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" Yy Good DRIVERS 
1. eA) MRE KEEP TO THE RIGHT 


while motoring 


a Keeping to the right of the cen- 
















we THAT'S WHY | TOL D y Zz: onl # 6 ter line is a good way to avoid 
tt NEVER CUT CORNERS »” L627 BR mecting on emergency on 
egy “7 pov mi “ <C “ “ig curve or over a hill. Good 


drivers never cross this line ex- 
cept to pass another car and 
then only when no other car is 
approaching. 
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THIS MONTH 


HE multiplicity of subjects involved 
in the business of insurance makes 
for constant interest. When we aren't 
discussing arson, we are engaged in 
considering silicosis or new policy 
forms. When insurance legislation isn't 
looming up with threatening aspect, 
there are conventions to be reported 
and automobile problems to be worked 
out. For any editor, especially of an 
insurance magazine, the months come 
around too often. Space limitations in 
this issue make necessary the postpone- 
ment of certain pertinent comment on 
compensation insurance but the read- 
er's attention is called to the decision 
of Superintendent Pink on the Retro- 
spective Rating Plan, especially to the 
last paragraph which looks toward the 
possibility of a different solution in the 
future © Commissioner Blackall of 
Connecticut gives his views in an ex- 
cellent paper on insurance supervision 
® Fatigue as a factor in auto’accidents 
is analyzed entertainingly by Curtis 
Billings in the light of recent scientific 
experiments ® Our notes about the 
Insurance World are widely scattered 
in their sources. Controversy is pretty 
much emphasized by its absence in this 
number, but there is a sign of smoke 
from smouldering fires that may break 
forth later. 


* 
NEXT MONTH 


Big personalities in the insurance 
arena are due to express themselves 
at various gatherings, now in session 
or soon to be, and we are planning to 
bring their remarks to Journal subscrib- 
ers in convenient summarized form ® 
Also specially written articles by vari- 
ous authors. Perhaps we'll see you at 
the Commissioner's Convention in 
Philadelphia the latter part of June. 
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MARVIN HALL 


Fire Insurance Commissioner 
State of Texas 


OMMISSIONER Hall was appointed to succeed Raymond S. 
Mauk to serve for a six year term. He is a resident of Browns- 
ville and has been prominent as a member of the State Tax Com- 
mission. The Commissioner is a lawyer by profession, having been 
in active practice for thirty years. This and his general business 


experience looks toward a sound administration of the work of his 
department. 
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HE question “How’s Business?” is a staple item 
in any conversation between two Americans past 
the age when the sun rises over first base and sets 

hack of third. Economists and statisticians (we call 

them actuaries in our own field) have tried to find the 
answer by drawing charts to show fluctuations in bank 
clearings, car loadings, electric power production, com- 
modity prices and security prices. May 
we suggest that they are wasting 
much valuable time? An excellent and 
accurate picture of business conditions 
can be secured merely by checking the 
operations of the fire and casualty in- 
surance companies. The events of the 
past few years show that insurance 
does not reflect business conditions as 

a mirror would, but shows them magnified, as though 

projected in triple size upon a screen for our study. 

Any major trend in business conditions affects both 
fire and casualty companies in three different ways 
simultaneously. These are: 1. Change in premium vol- 
ume; 2. change in loss ratio; and 3. change in value 
of invested assets. 


BUSINESS 


Let us rake over the dead ashes of some better for- 
gotten history and survey the course of the fire insur- 
ance business in the period between 1929 and 1936, 
where we can follow the curve of business and the re- 
action of insurance to it through boom and depression. 
Despite the early signs of a business recession in the 
late summer and early fall of 1929, and the stock mar- 
ket crash in October, premiums written that year to- 
taled $1,227,429,472 for all types of fire insurance or- 
ganizations. surpluses were bulging, with 
most of them at all time highs. The loss ratio that year, 
on the basis of losses paid to premiums written, was 
only 45.5%. As the country sank further into the de 
pression each year the fire companies saw their pre- 
miums go down, their loss ratios go up, and their assets 
melt away under the sun of deflation. 

When the final figures for 1932 became available 
early in 1933 it was found that premiums had dwindled 
to $839,189,937 and that the ratio of losses paid to pre- 
miums written was up to 60.4%. Corporate surpluses 
had declined over $150,000,000 and many an executive 
head rested uneasily on its pillow. When the long 
awaited corner was finally turned in 1933 the first ef- 
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fects were noticed not in premium volume, which con- 
tinued its decline, but in an improved loss ratio and in 
a rise in value of securities. By 1934 premiums were 
also on the rise, but the lower values still existing for 
property, and the decline in average rates because of 
improvements in construction and the elimination of 
many old buildings still kept them far below the 1929 
mark. Unless there is a sensational growth in automo- 
bile and inland marine premiums it seems unlikely that 
we shall see another billion dollar year in the fire field. 

The good effects of returning prosperity, plus other 
as yet unidentified factors, kept loss ratios at sensation- 
ally low levels during 1933, 1934 and 1935. They were 
slightly higher in 1936 and present indications are that 
they will continue low during 1937. Steady apprecia- 
tion of investments, plus the tremendous underwriting 
profits from these bumper years, have not only replen- 
ished depleted coffers but in some instances have re 
sulted in companies surpassing their 1929 figures. These 
tremendous accumulations of surplus, particularly in the 
light of the smaller premium volume the companies are 
writing, will soon present to management a real prob 
lem. It seems certain that surpluses cannot be permitted 
to grow indefinitely. 

The underwriting experience of the fire companies 
(and this is confirmed by the experience of the casu- 
alty companies) would seem to indicate that a company 
doing business throughout the country will find it al 
most impossible to escape the effect of broad general 
trends. A fire insurance company can 
lose money in good years if its under- 
writing is below par, but rare was the 
company that kept its losses near nor- 
mal in 1931 and 1932, no matter how 
experienced or capable its personnel. 
Perhaps the reasons for this are in- 
herent in the agency system through 
which the bulk of the business was 
produced, perhaps due to faulty technique on the part 
of the underwriters. 


HIE casualty companies, which have always lacked 

the financial resources of the fire carriers, were hard 
hit by the depression. A substantial part of their pre 
mium income came from workmen’s compensation in 
surance, whose falling ,premiums and_ rising 
reflected reduced wages and unemployment, not to 
mention the occupational disease hysteria which swept 
the country. 

Weakened by the steady drain of underwriting losses, 
many companies crumpled when the value of their as 
sets started to fall. The valuation basis established by 
the National Convention of Insurance Commissioners 
saved many others who were insolvent on the basis of 
market values. With a compensation loss ratio of 82.5% 
in 1932 and fidelity and surety losses running wild in 
such lines as completion bonds, mortgage guarantees, 
and depository bank bonds; with security prices on a 
downhill glide and no bottom in sight, and with some 
fire company sponsors running for cover, the only won 
der is that more companies did not fail. 


le sses 


The turn in business conditions first made itself ap 
parent in loss ratios, just as it did in the fire field. In 
1933 the compensation loss ratio was down to 74% 
and the loss ratio for all casualty lines came down to 
53%, despite the fact that premiums were only $695,- 
728,298, a decline of over 37% from the peak of $1,- 
120,826,829 set in 1929. Improvement in results kept 
pace with the revival of business, and for the first time 
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in many the stock companies 
made an underwriting profit in 1936. 


y ears 


Surpluses, helped greatly by the 
change in security prices, are far 
above the low points of 1932 and 


1933. Premiums are moving steadily 
forward, with no natural limitations 
in sight. 

Basic conditions in the casualty 
field seem far better than among the 
fire companies. Their business is 
growing, they are learning to apply 
engineering knowledge to their loss 
problems with increasing success, and 
competition is, at present, probably 
There is every reason to be 
lieve that they will have a substan 
tial underwriting profit this year and 
trends should be favorable, for a few 
years at least. 

It seems remarkable, in view of the 
definite effect of changes in business 
conditions on fire and casualty in 
surance companies, that they do not 
take more active steps to keep in 
touch with the economic tides. Ver 
haps, in time, they will try to keep 
informed, not only of conditions as 
they were and are, but of what they 
will be tomorrow. 


less. 


Canadian Marshals 
Have Better Jobs 


THAT THE FIRE MARSHALS Of} 
CANADIAN PROVINCES ARE BOTH 
secure in their positions, and receive 


rit 
MORI: 


a higher average rate of pay, than 
American fire marshals, was among 
the conclusions of a recent exhaustive 
survey into the operation of fire mar 
conducted by the Na 
tional ire Protection Association. 
excluding the men now in office, 
12 Canadian provincial fire marshals 
served terms averaging nine 
\ total of 91 state fire marshals 
averaged only 4.9 
office. 


shals’ offices 


vears. 


vears in term of 
\verage length of service of 
employes under Canadian fire mar 
shals was also considerably longer, 
on the average, than in the United 
States. Personnel of departments 
ranges from one to 44, it was found, 
with an average of 10. Average 
salary of all fire marshals is $3,520, 
with the Canadian average $4,150. 

Civil service plays little part in the 
operation of fire marshals’ offices, the 
survey discovered. In nearly every 
state the marshal is appointed by the 
governor. Maryland is the outstand 
ing exception, the deputy insurance 
commissioner serving there after he 
has been selected by the commissioner 
under civil service rules from a list 
furnished by the employment com 
missioner of the state. 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Miscellany 

PICTURE 
IN MONTICELLO, ILLINOIS, 
soundproof cryings room for small 
children——-It is estimated that con- 
ventions bring $50,000,000 annually 
to the City of Chicago—A resolution 
has been introduced in the Arizona 
Legislature to give the state back to 
the Indians—More than 4,200. bills 
and resolutions have been introduced 
during the current session of the 
California Legislature—There was 
one murder committed every 40 
minutes in the United States during 
1936—The single day motion picture 
theater attendance record of 32,861 
held by “The Cockeyed World” was 
shattered when 33,145 people viewed 
“Wake Up and Live” at the Roxy 
Theater in New York City on April 
24——The average salary in 1935 of 
home office employees — (including 
executives ) of all classes of insurance 
companies was $1,687—Since taking 
office in 1933 President Roosevelt has 
travelled approximately 105,000 miles 


TIEATER 
HAS SN 


\ NEW MOTION 


According to the Bureau of | abor 
Statistics, 20% of the Denver, Colo- 
rado families had annual incomes be 
low $1,000; 39% had incomes rang- 
ing from $1,000 to $2,000, while 32% 
had incomes of $2,000 and over, dur 
ing the year 1935-1936—Dust storms 
on the plains of the Southwest were 
reported over 100 years ago, long be- 
fore the country was settled—One 
third of a person’s life is spent in 
bed—17,000,000 tons of serap iron 
collected by junkmen in the United 
States during 1936 sold for $255,000, 
O000—10,000 uses have been devel 
oped for cotton—A survey made by 
a leading tire company indicates that 
the tire bill of the average American 
motorist will be about $15 for 1937, 
or less than 8% of the car owner's 
expenditure for tires 30 years ago 
The Leipzig Trade Fair this year 
went into its 1977th session, an un 
broken record extending over seven 
centuries—Hawaii, during the past 
five years, has never ranked below 
eighth in customers of the United 
States in order of amounts purchased 








bor 











—It is expected that revenue from the 
sale of power produced at Boulder 
Dam in 1937 will amount to about 
$1,500,000. 

ee @ @ 


New Insurance Code Offered 
in Pennsylvania 

\ NEW INSURANCE CODE FOR THE 
STATE OF PENNSYLVANIA HAS BEEN 
introduced in the State Legislature. 
In commenting on the Code, Insur- 
ance Commissioner Owen Bb. Hunt 
announced that it does not alter the 
fundamental laws, but undertakes to 
rearrange and reclassify them in logi- 
cal and coherent form. 

“The laws of this State pertaining 
to insurance,” Commissioner Hunt 
said, “have grown up with the growth 
of the institution, and no attempt has 
been made to put them into intel- 
ligible order. We, therefore, have a 
conglomerate collection of laws with 
endless repetitions and with sections 
covering the same subject scattered 
here and there in our compilation. 

“The new code undertakes to in- 
clude all the matter pertaining to 
each subject under its own head. It 
eliminates many repetitions, as mat- 
ters that have had to be restated in 
each law can all be dealt with in the 
same section of the new code. 

“The points at which changes in 
the law have been deemed advisable 
are already taken care of in bills now 
before the Legislature. These bills 
will be included as parts of the new 
code should it be adopted at this 
session.” 


New Superintendent of 
Insurance for Quebec 


PREMIER MAURICE DUPLESSIS HAS 
ANNOUNCED THE APPOINTMENT OF 
Georges Lafrance as the Superin- 
tendent of Insurance for the Province 
of Quebec, succeeding the late B. Ar- 
thur Dugal. Mr. Lafrance has been 
a member of the Sun Life Assurance 
Company of Canada since 1929 and 
has served as Chief Clerk of the De- 
partment since 1933. The appoint- 
ment was effective April 15, 1937. 


Magrath Leaves New York 
Insurance Department 
J. J. MAGRATIL HAS RESIGNED AS 


CHIEF OF THE RATING BUREAU OF 
the New York Insurance Department, 
effective July 1, to become associated 
with Chubb & Son of New York 
City and its affiliate, the United 
States 


Guaranty Company. Mr. 
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Magrath will assist in administra- 
tion matters. 

In announcing the resignation of 
his rating bureau chief, Superintend- 
ent Pink issued the following  state- 
ment: 

“T announce with real regret the resig- 
nation of Joseph J. Magrath, Chief of the 
Rating Bureau of the New York Depart 
ment, to take effect July Ist. 


Photograph by Blank & Stoller, Inc. - 
J. J. MAGRATH 


“Mr. Magrath has had a long and va- 
ried experience in the insurance field. His 
first job was as a clerk with the New 
York Life Insurance Company. He then 
became an accountant with the New York 
State Public Service Commission and in 
1921, a year later, was appointed an ex- 
aminer in the Insurance Department. His 
zeal and capacity was soon recognized and 
seven years after coming to the Depart- 
ment he was appointed Acting Chief of 
the Rating Bureau. In January, 1929, he 
became its permanent head. Mr. Magrath 
is outstanding not only in his loyalty to 
the Department but has shown exceptional 
capacity in mastering a most difficult sub 
ject. 

“Scientific rating is comparatively new 
in the insurance business and Mr. Magrath 
has not only made a mark in the Depart- 
ment but has earned the respect of the 
insurance fraternity and is widely known 
because of his work. 

“Few positions in the Department have 
so direct and large a bearing upon the 
public welfare as his. In passing upon 
rates for automobiles, compensation and 
fire insurance, the Superintendents under 
whom Mr. Magrath has served, have de- 
pended largely upon his help and advice. 
The controversial subject of rating has 
been kept on a high plane in New York 
and is based upon scientific study and re- 
search. Mr. Magrath is also known for 
his interest in the work of the National 
Association of Insurance Commissioners. 
He has been Secretary and Technical Ad 
viser of the Acquisition Cost Committee, 
the Committee on Valuation of Securities, 
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the Special Committee on Underwriting 
Powers of Insurance Companies, the Spe- 
cial Committee on Workmen’s Compensa- 
tion Insurance and he is an associate 
member of the Casualty Actuarial Society 
and a member of the Insurance Law Revi- 
sion Committee.” 


Issue W. P. A. Report in 
Pennsylvania 


THE WORKS PROGRESS ADMINISTRA- 
rON FOR THE STATE OF PENNSYL- 
vania has compiled and published a 
comprehensive report entitled “One 
Year of W. I’. A. In Pennsylvania.” 
The purpose of the report which coy 
ers the period from July 1, 1935, to 
June 30, 1936, is to provide a factual 
statement for present reading and 
permanent record and reference on 
what the Works l’rogress Adminis 
tration really is, how it works, what 
it has accomplished, and what its 
present. position and problems are. 
The report is also issued in the be 
lief that the public is interested in 
knowing how its money has been 
spent, and what it has received in 
return. 

e ee ® 


Life Conventions in Chicago 


MORE TIILAN ONE THOUSAND LIFE 
INSURANCE MEN WILL GATHER IN 
Chicago this Vall to attend three im- 
portant conventions. The meetings 
which will all be held at the Edge- 
water Leach Hotel are those of the 
American Life Convention, Life Of- 
fice Management Association, and 
the Association of Life Agency Of 
ficers and Life Insurance Sales Re 
search Bureau. 


Association of Insurance 
Counsel Announce Con- 
vention Date 


THE INTERNATIONAL ASSOCIATION 
OF INSURANCE COUNSEL WILL HOLD 
its annual meeting at White Sulphur 
Springs, West Virginia, August 25 
26 and 27. 

Although the program has not 
been completed as yet, it has been 
announced that the following will be 
among the speakers who will deliver 
addresses at the meeting : 

Mr. Gardner of Tanner, Sillocks, 
and Friend of New York City; 
Henry W. Nichols, General Counsel 
for the National Surety Corporation, 
New York City; F. Bb. Taylor of 


Lincoln, Nebraska ; Thomas L. John- 
son of Asheville, N. C., and Harvey 
T. Harrison of 


kansas. 


little Rock, Ar- 
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Nebraska Ruling on Disposi- 
tion of Real Estate 
CHARLES SMRHA, 


DIRECTOR OF IN- 
SURANCE FOR THE STATE OF NE- 
braska, has issued a ruling that real 
estate acquired by reason of invest- 
ment shall be disposed of within five 
years from the time of its acquisi- 
tion unless upon proper showing the 
Dept. of Insurance extends such pe- 
riod. The full text of the ruling fol- 


lows: 
“IN THE MATTER OF DISPOSING 
OF REAL ESTATE ACQUIRED 

“Section 44-310 makes provision as to 
the manner the capital, surplus and other 
funds of every domestic insurance com- 
pany may be invested. Ten classes of in- 
vestments are described which may be ac- 
quired. In none of these ten classes is 
real estate authorized as such an invest- 
ment. Class 3 designates bonds or notes 
secured by first mortgage on real estate. 
It follows that since a loan on real estate 
may be acquired in the event of the non- 
payment of a note or bond secured by 
real estate, the Company may come into 
possession of such real estate in lieu of 
the note or bond held. No provision is 
made for the disposition of real estate 
so acquired. 

Under Section 44-312 the statute pro- 
vides that an insurance Company may ac- 
quire such real estate as shall be requisite 
for its home offices. It may also acquire 
real estate in the following situations: 

1—Such as shall have been mortgaged 
to it in good faith as security for a loan 
previously contracted, or for money due; 

—Such as may be conveyed to it in 
satisfaction of debts previously contracted 
in the course of its dealings; 

3—Such as may be purchased at sale 
upon judgments, decrees or murigages ob- 
tained or made for debts. 

The three methods above enumerated by 
which real estate may be acquired do not 
constitute authorized investments described 
in Section 44-310. 

Real estate acquired under Section 44- 
312 shall be disposed of within five years 
from the time of acquiring the same which 
period may be extended upon proper show- 
ing, not exceeding seven years. 

While Section 44-310 does not make 
provision for disposition of real estate ac- 
quired because of having made an invest- 
ment in which an insurance Company may 
invest its funds but under Section 44-312 
does restrict the manner in which and the 
purpose for which real estate may be ac- 
quired, it is not logical to conclude that 
real estate acquired under Section 44-312 
may be held for the period provided in 
Section 44-312 but that real estate acquired 
through the making of loans authorized 
under 3 (a) of Section 44-310 cannot be 
so held. 

3y implication the provisions of Section 
44-310 must be interpreted in the light of 
the provisions of Section 44-312 and the 
conclusion reached that since real estate 
acquired which a Company may not oth- 
erwise invest in shall be disposed of within 
the time prescribed in said Section 44-312, 
real estate acquired in which a Company 
may invest is subject to the same provi- 
sions. To conclude that real estate ac- 
quired because of investments made under 
3 (a) of Section 44-310 cannot be held 
but must be disposed of upon acquiring 
the same, would be contrary to prudent 
business practice and result in losses to 
policyholders which the statute cannot and 
does not contemplate. 
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It is, therefore, the ruling of this De- 
partment that real estate acquired by rea- 
son of investment made under Section 
44-310 and real estate acquired under Sec- 
tion 44-312 is subject to the provision of 
Section 44-312 and shall be disposed of 
within five years from the time of acquir- 
ing the same and upon proper showing 
such period may be extended by the De- 
partment of Insurance a reasonable time 
not exceeding seven years.” 

Dated at Lincoln, Nebraska, this 23rd day 
of April, 1937. 
C. SMRHA, 


Director of Insurance. 


Washington Warns Com- 
panies Against Unethical 
Practices 


INSURANCE COMMISSIONER WIL- 
LIAM A. SULLIVAN OF WASHINGTON 
recently sent out a bulletin to all in- 
surance companies writing fire and 
casualty insurance in the State, em- 
phasizing that all business must be 
written in accordance with the In- 
surance laws and the filed rules and 
rates of the various companies. The 
complete text of the bulletin follows: 
TO ALL INSURANCE COMPANIES 

LICENSED IN THE STATE OF 

WASHINGTON AUTHORIZED TO 

WRITE FIRE AND CASUALTY IN- 

SURANCE: 

The Department is receiving increas- 
ingly numerous complaints relative to un- 
ethical practices involving rate-cutting, 
discrimination, rebating and other viola- 
tions of the Insurance Code in the writing 
of fire and casualty insurance by both the 
companies and their agents. We are deter- 
mined that these practices shall stop and 
that all business shall be written in ac- 
cordance with the Insurance Code and the 
filed rules and rates of the various com- 
panies. 

The Department is now in a position to 
make an active and prompt investigation 
of all such complaints, an extensive polic- 
ing system having been established, which 
will make it possible to immediately in- 
vestigate all complaints or violations of 
companies’ filings and the Insurance Code. 

In announcing this activity upon a 
larger scale than ever heretofore at- 
tempted, the full cooperation of those ac- 
tively engaged in the business is solicited 
so that these unfair practices may be 
eliminated. We will expect any known 
violations to be immediately reported. 

For your information, wish to quote 
Paragraph 7107, Remington’s Revised Stat- 


utes, the same being Section 62 of the 
Insurance Code: 
“Every insurance company, agent, 


solicitor, or broker and every person or 
party having knowledge of a violation 
of this act, is required to promptly re- 
port the facts and circumstances per- 
taining thereto to the Commissioner ; 
which report and the name of the in- 
formant shall be held as confidential by 
the Commissioner and shall not be made 
public.” 

Determined that these violations shall 
cease, full authority has been given the 
department investigators to go to any 
length to determine the accuracy of the 
complaints and to obtain the necessary 
information. 
dealt with 


Violations will be drastically 
licenses 


and will involve the 











of the agents and the Certificates of Au- 
thority of the companies. 

All companies are respectively requested 
to transmit a copy of this notice to each of 
their agents, advising them that their full- 
est cooperation is expected. Please ac- 
knowledge receipt of this notice. 


(Signed) WILLIAM A. SULLIVAN, 


Insurance Commissioner. 
NEWS ..-. 

















Report on Texas School 
Explosion 


SECRETARY OF AGRICULTURE HENRY 
A. WALLACE RECENTLY FORWARDED TO 
Gov. James V. Allred of Texas the 
final report of Dr. David J. Price, 
explosion expert of the Bureau of 
Chemistry and Soils, on the investi- 
gation of the explosion in the New 
london, Texas, school building on 
Thursday, March 18, which caused 
the death of more than 400 school 
pupils. Secretary Wallace detailed 
Dr. Price to cooperate in the inves- 
tigation of the explosion at the per- 
sonal request of Governor Allred. 

In his final report Dr. Price con- 
firms the statement in his preliminary 
telegraphic report to Governor Allred 
on March 29, that the probable cause 
of the explosion was the ignition of 
combustible gas, accumulated in the 
open unoccupied area under the first 
floor, by a flash from electrical 
equipment operating a portable sand- 
ing machine in the manual training 
shop on the lower floor of the school 
building. 

The New London school building 
was heated by individual gas steam 
radiators, the gas being obtained from 
a nearby residue gas pipe line owned 
by one of the oil companies. By using 
this gas the New London District 
School Board was utilizing for heat- 
ing purposes a product which other- 
wise would have been burned in the 
open “flares” as waste gas. 

It has not been possible in the in- 
vestigation to establish definitely the 
source of the gas accumulation. It 
may have come from improper con- 
nections causing leaks in the lines, or 
from nearby wells, or it may have 
been from seepage through the sur- 
rounding strata. The evidence is defi- 
nite and conclusive, however, that 
the explosion originated in the man- 
ual training shops and spread through 
the unoccupied space under the first 
floor. 

The volume of this unoccupied 
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space was approximately 65,000 cubic 
feet. The most explosive mixture 
possible of the gas used for heating 
the school building is approximately 
6.5 per cent gas and 93.5 per cent air. 
This mixture, therefore, would re- 
quire only about 4,225 cubic feet of 
gas to produce the most violent ex- 
plosion. Dr. Price states that with 
the abundance of gas present from 
sources in the vicinity of the school 
building this condition could easily 
develop. This quantity of gas is less 
than that sometimes liberated in the 
production of one barrel of oil and 
indicates the large quantity of natural 
gas released in the oil producing wells 
in the East Texas oil field. 

The final report contains nine 
principal recommendations for the 
prevention of explosions in school 
houses and public buildings: (1) Use 
of effective malodorants for detection 
of escaping combustible gases; (2) 
development of methods for applica- 
tion of combustible gas indicators; 
(3) supervision and inspection of 
public buildings and institutions ; (4) 
installation of approved pressure reg- 
ulating devices ; (5) installation of all 
electrical equipment and appliances 
in accordance with requirements of 
National Electrical Code ; (6) proper 
construction to eliminate dead spaces 
underneath occupied rooms; (7) lo- 
cation of main gas lines outside of 
public buildings and not underneath 
the building proper; (8) ventilation 
of necessary open spaces; and (9) 
ventilation of school rooms where gas 
heating appliances are installed. 


Change in Officers of 
Minnesota Implement 

AT A RECENT MEETING OF THE 
BOARD OF DIRECTORS OF THE MINNE- 
sota Implement Mutual Fire Insur- 
ance Company of Owatonna, Minne- 
sota, C. KE. Twitchell was elected 
President of the company, succeed- 
ing C. I. Buxton, who was named 
Chairman of the Board. 

I, J. Lake, retiring Chairman of 
the Board of Directors, became an 
officer of the company in 1907. For 
many years he served as Vice Presi- 
dent, then as President, and for the 
past eight years in the position from 
which he resigned. In order to have 
the advantage of Mr. Lake’s long 
association with the company he was 
induced to continue as an officer and 
was given the title of Second Vice 
President. 

C. I. Buxton, former President 
and new Chairman of the Board, has 
also been associated with the com- 
pany since 1907. He was Secretary 
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of the company from 1910 until 
1929, when he was elected to the 
Presidency. 
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Cc. E. TWITCHELL 

Mr. Twitchell, the newly elected 
President, has been associated with 
the Minnesota Implement Mutual 
Fire Insurance Company for over 
twenty years. He has served the 
company in many capacities; as As- 
sistant Secretary, Assistant Treas- 
urer, Secretary and Vice President. 

John A. Buxton was elected Vice 
President of the company, succeeding 
Mr. Twitchell. 


Mutuals Offer First Trailer 
Contents Form 

THE MUTUAL MARINE CONFERENCE, 
AN ORGANIZATION OF 24 COMPANIES 
within the American Mutual Alliance 
which write a volume of inland ma- 
rine business, has recently developed 
a new form of coverage which other 
underwriters have been unwilling to 
touch — the contents of automobile 
home trailers. 

The trailer has become sensation- 
ally popular within the past few years 
for vacation travel, but because con- 
struction was not standardized and 
the line was so new few insurance 
companies were willing to insure even 
the vehicle itself, let alone its con- 
tents. When the automobile com- 
panies began to insure trailers — 
usually only for persons whose auto- 
mobiles they also insured — there 
was a considerable gap in coverages 
between the trailer insurance, and the 
coverages on portions of its contents 
which could be insured under other 
types of floater policies. 

The new mutual policy is designed 
to bridge this gap perfectly, so that 
the purchaser of a trailer contents 
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policy and a trailer policy is thor- 
oughly covered. 

As drawn up by the underwriters 
committee of the Mutual Marine 
Conference the policy covers such 
personal property as tourists and 
travelers ordinarily carry in trailers 
against fire, lightning, cyclone, wind- 
storm, collision, collapse of bridges, 
platforms, and like structures, and 
the hazards involved in water trans- 
portation by ferry, including salvage 
and general average charges. Bur- 
glary and holdup coverage is optional. 
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Mutual Round-Up at 
Kansas City 


ALL MEMBERS OF THE MUTUAL IN- 
SURANCE FRATERNITY WHO DO NOT 
believe that mutual insurance execu- 
tives have their lighter moments 
have been invited to come and_ see 
for themselves at the third annual 
Mutual Round-Up, scheduled — for 
May 20 and 21 at Kansas City. 

Sponsored jointly by the Western 
Underwriters Mutual Insurance 
Company, the Western Millers Mu- 
tual Fire Insurance Company, and 
the United Adjustment and Inspec- 
tion Company, the Round-Up will 
present a program that will not only 
be varied, but somewhat colossal, and 
even stupendous in a refined way. 

Among the entertainers are ex- 
pected to be Harold U. Brown, Frank 
Harvey, Billy Balch, J. J. Fitzger- 
ald, H. G. Kemper, John Pryce, C. 
R. Hoffa, Ed Ringquist, John Tow- 
ers, C. E. Twitchell, O. D. Trombla 
and George Christensen. 

lor the athletic there will be a 
golf tournament in which the less ac- 
complished will be given an oppor- 
tunity to witness the performances of 
such past champions as Harry Car- 
son and J. E. Robb, the trick shots 
of Glen Walker, and the hole-in-one 
which is to be made by La Doyt Pur- 
mort as the climax of the event. The 
committee in charge of the tourna- 
ment regrets to announce that early 
efforts to adapt the so-called retro- 
spective rating plan to the arranging 
of tournament handicaps have been 
abandoned, many of the guests hav- 
ing scored the plan as discriminatory 
and against public policy. 

ee @ ® 


Mennonite Mutual Changes 
Name 
THE POLICYHOLDERS OF THE MEN- 


NONITE MUTUAL FIRE INSURANCE 
Company of Newton, Kansas, at a 
recent meeting voted to amend the 
charter of the company and change 
its name to the Midland Mutual Fire 
Insurance Company. 
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Pennsylvania Auto Rating 
Bill to Be Amended 


CHANGES ARE TO BE MADE IN THE 
BILL PROVIDING FOR AN AUTOMOBILE 
rating bureau which was recently in- 
troduced in the Pennsylvania State 
Senate, according to Insurance Com- 
missioner Owen 6B. Hunt. The 
amended bill will permit use of the 
facilities of the National Association 
of Mutual Casualty Companies and 
the National Bureau of Casualty and 
Surety Underwriters. 

The original bill read: 

“The classification of risks, under- 
writing rules, premium rates and 
schedules or merit rating plans for 
insurance of owners and operators of, 
or imsurance appertaining to motor 
vehicles, including trailers as defined 
by the Vehicle Code of this Common- 
wealth including its supplements and 
amendments, shall be established by 
one or more rating bureaus situate 
within this Commonwealth subject 
to supervision and to examination by 
the insurance commissioner and ap- 
proved by him as being adequately 
equipped to compile rates on an 
equitable and impartial basis.” 

Klimination of the words “‘situate 
within this Commonwealth” will per- 
mit the use of the rating facilities of 
the National Association of Mutual 
Casualty Companies, and the Na- 
tional Bureau of Casualty and Surety 
('nderwriters. 


Auto Responsibility Law 
Effective in Montana 
THE FINANCIAL RESPONSIBILITY 
LAW PASSED BY THE LAST LEGISLA- 
ture went into effect in Montana May 

1; its major provisions are: 

The operator’s license of any per- 
son shall be suspended unless he sat- 
isfies within 30 days any judgment 
in excess of $100 for personal injury 
or property damage involving an au- 
tomobile judgment returned against 
him by a court of record in the United 
States or Canada. 

The license cannot be reinstated 
until the judgment has been satis- 
fied, and proof of future financial 
responsibility furnished. The proof 
may be an automobile liability insur- 
ance policy in prescribed form, a 
bond issued by a surety company or 
two individual sureties owning Mon 
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tana real estate, or by a deposit of 
cash or securities with the state treas- 
urer, 

Low limits of liability are required. 
Payment of a personal injury judg- 
ment up to $100 for one person or, 
in an accident involving more than 
one person, up to $1,000 for the ac- 


cident — subject to a limit of $500 
per person and $250 for property 
damage — is sufficient to satisfy the 


requirement of paying the judgment 
and recovering the license. Proof of 
financial responsibility need be only 
with a limit of $500 per person and 
$1,000 per accident, and $250 per ac- 
cident for property damage. 

Evidence of financial responsibility 
is also required for motorists con- 
victed of operating a motor vehicle 
while under the influence of intoxi- 
cating liquors or narcotic drugs, 
homicide arising out of motor ve* 
hicle operation, reckless driving re- 
sulting in personal injury or prop- 
erty damage, or any other offense in 
other states or Canadian provinces 
which would constitute the same of- 
fense. 

Insurance policies are accepted 
from residents of the state only in 
Montana-admitted companies. There 
is a reciprocal provision 
residents. 


for non- 


Push Drivers’ License Law 
Legislation in Illinois 

\ NUMBER OF PUBLIC. SPIRITED 
MEMBERS OF THE ILLINOIS LEGISLA- 
ture who realize the dire need for a 
State Drivers’ License Law are push- 
ing the bill now before them in the 
hope that it may be enacted into law 
before adjournment. 

Such a law has been urged for 
some time by safety, officials, insur- 
ance companies, chambers of com- 
merce, service clubs, veterans’ organ- 
izations, women’s clubs, farm groups 
and various other organizations in- 
terested in safety. A drivers’ license 
law, they believe, will aid materially 
in reducing the heavy automobile 
death rate and accident toll in the 
state, because safety programs would 
no longer be handicapped by lack of 
adequate driver control. 

Despite the fact that much mis- 
sionary work has been done on such 
a measure, several political entangle- 
ments now loom which threaten to 
prevent passage of the Act. It seems 
that both the Secretary of State’s of- 
fice and the Division of Highways be- 
lieve it is the logical authority to 
administer the law. The bill provides 
that the Secretary of State turn over 
the licensing of chauffeurs to the Di 
vision of Highways which would 








handle both the chauffeurs and pri- 
vate operators’ licenses. The sponsor 
of the bill and other interested mem- 
bers believe this can be adjusted. 

Civic organizations and insurance 
companies have enlisted the support 
of their members and constituents in 
promoting the pending Drivers’ L.i- 
cense Law and the Lumbermens Mu- 
tual Casualty Company has asked its 
“Not Over 50” Club to aid in the 
campaign. It is contended that such 
a law would reduce the number of 
accidents because: 

1—It will emphasize that driving is a 
privilege, and not a right. 

2--It will enable the authorities to sus 
pend or revoke the privilege when a driver 
has shown that he does not have the 
proper regard for the safety of others. 


3—It will bring to Illinois the reduc- 
tion in automobile accidents that is being 
secured in all states that have enacted such 
a law. 


Auto Negligence Case in 
Pennsylvania 

DRIVING A 
TIRES WHERE THE FAULT WOULD BE 
disclosed on reasonable inspection 
makes the owner liable for lack of 
ordinary care, in the opinion of the 
Supreme Court of Pennsylvania. In 
the case of Delair vs. McAdoo, de- 
cided November 23, 1936, the de- 
fendant’s car had collided with the 
plaintiff’s vehicle when a rear tire 
blew out while defendant was passing 
plaintiff. The plaintiff’s witnesses, 
including the garage man who re- 
placed the tire, testified that it was 
worn through to the fabric all the 
way around and the breaker strip 
under the cord was visible. 

The court, in affirming an order 
denying judgment non-obstante vere- 
dicto, said “this case presents but 
another factual situation presenting 
in terms of reality the abstract legal 
principle that the owner of a motor 
vehicle must exercise such care with 
respect to it as not to subject others 
to unreasonable risk of injury from 
its operation.” 

Driving an auto with defective tires 
had been held in Pennsylvania not to 
constitute wilful and wanton miscon- 
duct or wanton negligence, but this 
case presented a novel problem to the 
court. As in other states, whether 
the defendant was negligent in fail- 
ing to know of the poor condition of 
his tires was held a question of fact 
for the jury and the court refused to 
disturb its finding here. The court 
said that this is a matter as to which 
the ordinary man’s experience is suf- 
ficient to enable him to make a sound 
judgment and expert testimony is 
not necessary to show that a tire in 
this condition is dangerous. 


CAR WITH DEFECTIVE 
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Illustrating Methods of Testing for Effect of Fatigue On Motorists Who Have Driven Long Distances. 


(1) Test For Hand-Eye Goordination, An Ability of Vital Importance To The Motorist. 
(2) The Color-Naming Test By Which The Effect of Driving On A Person’s Ability to Make Complex Reactions Is Measured. 


(3) Testing The Effect of a Drive of 300-Odd Miles on a Man’s Postural Steadiness. 


(4) A Test For Visual Efficiency After A Day’s Drive. 


(5) The Vascular-Skin-Reaction Test. 


Performance On This Test Is Quite Outside the Control of the Subject. 


TOO TIRED TO DRIVE. 


© say that driving an automo- 

bile is fatiguing is to utter a 

mere truism, but to say that 
driving in excess of 300 miles in a 
day can be positively dangerous to 
the average man unless definite pre- 
cautions are taken probably needs to 
be proved. Even those of us who 
prefer not to engage in a motor mara- 
thon between sunrise and midnight 
usually explain that we simply don’t 
like to work that hard. It does not 
occur to us that such a feat may ex- 
pose us to hazards equal almost to 
those chanced by the drunken man 
at the wheel. 

If it could be ascertained how many 
accidents both fatal and non-fatal are 
caused by fatigue on the part of 
drivers, it is probable that many of 
the more talked of factors in our an- 
nual accident toll would fade in im- 
portance in our eyes. The fact is that 





By CURTIS BILLINGS 


thousands of drivers habitually race 
through the country in long daily 
jumps without having the slightest 
knowledge of how to protect them- 
selves from the indisputable fatigue 
which results from driving; indeed 
many remain at the wheel not know- 
ing that they have become fatigued. 
The subject is particularly pertinent 
now because the touring season of 
1937 is about to open and countless 
thousands of motorists will soon be 
setting forth on vacation trips. 

But 300 miles. Surely that distance 
never leads to dangerous fatigue. A 
modern machine is well sprung; its 
seats softly cushioned; its steering 
gear and pedals easy to manipulate ; 
and it can maintain 60 or 70 miles 
an hour on our smooth concrete high- 


ways as long as the gasoline holds out. 
Twelve hours of driving at an aver- 
age rate of 40 miles an hour would 
give one 480 miles for the day’s jaunt ; 
ten hours at 45 would carry one 450. 
Such distances, it would seem, would 
not tire a strong man to the danger 
point. 
e® @ @® 


N‘ )T long ago a large manufac- 
turer of automobiles wanted to 
compare his product with others to 
determine which was the more fatigu- 
ing to drive. For that purpose he 
employed Dr. Andrew H. Ryan, in- 
dustrial health specialist of Chicago, 
and his assistant, Miss Mary Warner. 
Dr. Ryan during the war was direc- 
tor of fatigue research among muni- 
tion workers for the United States 
Public Health Service and is today 
an outstanding authority on the sub- 
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ject. The results of his work were 
published in the American Journal of 
Psychology. The study provided the 
manufacturer with the comparative 
data he wanted, it also went a long 
way toward answering more im- 
portant questions: How fatiguing is 
driving? How does fatigue affect 
the driver? What can he do about 
it? It would be well to consider the 
experiments in some detail. 

Dr. Ryan employed ten young men 
to serve as his subjects. They were 
carefully selected from scores of ap- 
plicants. All were between 20 and 
30 years of age, strong, healthy, intel- 
ligent, conscientious and experienced 
automobile drivers. Two routes were 
determined upon, the first from the 
doctor’s laboratory on the near-north- 
side of Chicago out into the country 
over concrete highways and hack, a 
total distance of 325 miles. The sec- 
ond was a 300-mile round trip from 
the laboratory, but in this case two- 
thirds of the route consisted of dirt 
and gravel roads. Poth routes in- 
cluded stretches of congested city 
thoroughfares, residential streets and 
boulevards and open country roads. 
Since the drivers, who traveled two 
or three at a time, followed one an- 
other rather closely, the effort of lead- 
ing the little procession was equalized 
by alternating the positions of the 
cars at regular points. Each day of 
driving was followed by a day of rest. 
Altogether more than 80,060 miles 
were driven in a half-dozen makes of 
popular priced cars. <A careful rec- 
ord was kept of the activities of the 
drivers on the previous day and eve- 
ning and the amount of sleep they had 
obtained. 

The men reported at the laboratory 
at 7:45 in the morning. They were 
given cars and required to drive for 
an hour in the city so that all condi- 
tions preceding the morning. test 
would be the same as those preceding 
the evening test, the only difference 
being the length of time at the wheel. 
They then returned for the morning 
tests. After this they drove the route 
assigned for the day. When they re- 
turned in the evening, the same tests 
were given again under identical con- 
ditions so that differences in per- 
formance could be accurately noted. 

There were 288 drives distributed 
among the ten drivers and also there 
were 28 “control” days, days in which 
they took the same tests morning and 
evening (in each case preceded by an 
hour of driving) but, instead of op- 
erating the cars throughout the day, 
they spent it reading, playing games 
such as checkers and cards, or going 
to the movies. Thus the wear and 
tear on a man’s nerves and muscles 





brought about by steady driving 
could be compared to the effect of 
light recreational pursuits. 


HE tests were, of course, the 

vital thing. The first was of hand- 
eye coordination, an examination of 
a person’s ability to do what his eyes 
tell him he must do if he is to avoid 
trouble with his automobile. Will I 
miss the car ahead? My eyes tell me 
that I have plenty of room. Do they 
tell me the truth? If they do, will my 
hands direct the car unerringly ? This 
is the sort of ability that the experi- 
ment was designed to measure. 

The equipment consisted of a brass 
plate having two horizontal rows of 
holes in it graduated in size from 
three-fourths of an inch in diameter 
down to an eighth. The subject sat 
facing the plate holding a brass stylus 
in his hand. He was required to 
place the tip of it into each hole from 
the largest down keeping time with a 
metronome. His task was to do this 
without touching the sides of the hole 
with the stylus for in that case a buz- 
zer sounded and that was as far as he 
was permitted to go. Five trials were 
made. A second part of the experi- 
ment introduced a strong element of 
monotony and endurance into the test 
so that it would more closely dupli- 
cate actual driving conditions. Thus 
each subject was required to pene- 
trate one of the smaller holes in the 
plate, once each second, as accurately 
as he could for three minutes—a tire- 
some, nerve-jangling experience. 

If a man, after driving 300-odd 
miles cannot coordinate his hand and 
his eyes as well as he could before 
and if he cannot keep this up, then the 
impairment will be measured by this 
two-fold test. 

The results were iduminating. For 
the men averaged a 5 per cent better 
record in the evening than in the 
morning of the control days while on 
the driving days this improvement 
was offset and in addition there was 
an average impairment of 13 per cent. 
Thus it is rather that insofar as 
young, athletic, experienced men are 
concerned, 300 miles of driving have 
an adverse effect on one essential 
ability. 

; eee 


HE second test was of postur- 

al steadiness or body sway. It 
was, according to Dr. Ryan, a meas- 
uring of the acuteness of the deep sen- 
sibilities of the muscles, joints and 
tendons of the body. The muscle 
sense is the only one used in such an 
operation as putting on the brakes. 
The driver does not look at his foot 
on the pedal to see how far he de- 





presses it; he gauges by the sensation 
of pressure in his foot and leg and 
the accurateness of this sensation is 
particularly important where preci- 
sion braking is needed as on slippery 
surfaces or loose sand or gravel. If 
fatigue caused by long hours at the 
wheel reduces the efficiency with 
which one manipulates the brakes, 
then once more we have added to the 
evidence that excessive driving is 
hazardous. And if we can show that 
300 miles may affect adversely one’s 
muscle sense, we have taken another 
step toward defining excessive dis- 
tance. 

In this test the subject stood with 
his eyes closed under a complicated 
and delicate apparatus which con- 
sisted of a square frame, to each cor- 
ner of which was fixed a grooved 
wheel. Silk threads ran over the 
wheels to a helmet which the subject 
wore. As he stood there he swayed 
(unconsciously of course, anybody 
sways more or less when he stands 
stock still) the swaying being outside 
of his control and the extent of it de- 
pendent on his muscle sense and con- 
trol. The amount of sway in any di- 
rection was accurately measured by 
the running of the cords over the 
wheels and the less acute the muscle 
sense at the moment, the greater 
would be the movement of the wheels. 

On the control days there was prac- 
tically the same swaying in the eve- 
ning as in the morning, but on the 
driving days the sway increased an 
average of eight per cent. In other 
words the muscle sense of these men 
was impaired by this amount by a 
mere 300-odd miles of driving—and 
remember that they were thoroughly 
accustomed to making such a drive in 
a day and knew their routes perfectly. 

The third test was of visual effi- 
ciency. Scientists have long known 
that the eyes do not function well 
when one is fatigued. And of course 
sight which is quick and sure is of 
utmost importance in driving an au- 
tomobile. 

Perhaps the most accurate equip- 
ment yet devised for the measure- 
ment of ocular efficiency was used in 
this experiment. The apparatus con- 
sisted of a long bar supported in a 
horizontal position by rods clamped 
to the edge of a table. The bar was 
movable up or down so that it could 
be adjusted to the height of the sub- 
ject as he sat at one end looking along 
the top. To make sure that the posi- 
tion of his head would not change 
during the three minutes which the 
test occupied, he bit down on an im- 
pression previously made of his teeth. 
On the bar was mounted a small rid- 
er carrying a card and on the card 
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appeared the letters “Il” and “i 
drawn small in India ink and close 
together. The rider was moved back 
or forth along the bar until it was in 
such a position that the driver could 
just see the letters distinctly when he 
was unfatigued. As he gazed at them 
they became blurred numerous times, 
depending on the amount of fatigue. 
To record the number of blurs and 
their total duration, a key was pro- 
vided for the subject to touch when 
his vision blurred and to release when 
it became clear once more. The key 
operated an electric counter which 
measured these lapses in fifths of a 
second. Thus it is plain that if driv- 
ing 300 miles increases the fuzziness 
and reduces the reliability of one’s 
vision, then after that much driving 
one is not so safe at the wheel as be- 
fore. 

In this test there was very little 
change in the evening as compared to 
the morning tests on the control days. 
On the driving days, on the other 
hand, a marked impairment was 
noted. Both the number of blurs and 
the total time of blurring increased 
approximately 40 per cent. Incident- 
ally it is interesting to observe that 
the three drivers who wore spectacles 
showed greater eye fatigue generally 
than did their seven fellows. 


HE fourth test measured one of 

the most important abilities re- 
quired in driving—the ability to re- 
ceive a stimulus through one of the 
senses and to react to it quickly and 
accurately. Such a reaction is not 
only complex, it also demands a high 
degree of concentrated attention. This 
was a color-naming test, the subject 
being required to call off the colors 
of 1,200 small squares which were 
pasted in straight columns on large 
cards. Ten common colors were 
used, arranged haphazardly. The in- 
vestigator sat nearby with a key to 
the cards in one hand and a stop- 
watch in the other ready to record 
the time required and the number of 
errors made. 

A majority of the responses made 
by a motorist as he drives along are 
complex reactions such as these. He 
hears a horn behind him and steers 
over to the right, thus responding to 
the stimulus which came to him 
through his ears, by moving the 
wheel with his arms and gauging that 
movement by his eyes. He sees a 
child run in front of his car and slams 
on the brakes, using in the response 
the muscles of his legs. In naming 
the colors rapidly there were two 
chances of error. The first was that 
the eyes did not always see the color 
right, that is, the subject would see 
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blue when the actual color was green. 
The second chance for error was in 
the motor response. His eyes would 
perceive a color as brown, but for 
some obscure psychological reason he 
might say blue or black. Thus, his 
response was at fault. In order to 
perform so long and arduous a test a 
high degree of sustained attention 
was necessary. 

If driving 300 miles in a day af- 
fects these abilities adversely, then 
surely one should beware of remain- 
ing too long at the wheel without 
compensating for the inevitable fa- 
tigue. I should mention in connec- 
tion with this test that all of the sub- 
jects had previously been tested for 
color blindness. That defect did not 
enter into the problem. 

Again fatigue took a toll of effi- 
ciency. On the control days there was 
an average improvement in speed of 
almost two per cent and in accuracy 
of 16 per cent; but on the driving 
days the time required increased four 
per cent in the evening trials as com- 
pared to those of the morning while 
the errors increased, astonishingly 
enough, 47 per cent. 


NE more performance test was 

included in these examinations. 
It was of the speed and accuracy of 
the mental processes involved in 
making simple but vital decisions— 
an ability the importance of which 
cannot easily be over-emphasized in 
automobile driving. To be safe at 
modern speeds in modern day traffic, 
one must be able to make decisions 
correctly and in a twinkling. Let us 
take an example used before. 

The child runs into the street. 
Should you press the brake pedal or 
swerve your machine around it? Per- 
haps the only hope you have of miss- 
ing the youngster lies in trouncing on 
the accelerator. 

For this test the subject was re- 
quired to add twenty-one columns of 
fifteen digits each as fast and as ac- 
curately as possible. It was a difficult 
test even for those men who were 
adept at “figures,” for they were not 
competing with the others but with 
their own fast time when they were 
fresh that morning. 

One adds digits by mental associa- 
tion. That is why one can do it 
quickly. You think 5 and 7 and 9 
and the association of the three brings 
21 to mind. If your association proc- 
ess is impaired you will be vague 
and, if you are also in haste, perhaps 
say 20 or 22. There was little time 
for thought in the test just as there 
is little time for thought on the high- 
way. The decision must be made at 
once on the basis of the association. 
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Thus, let us say, you are traveling 
at rather high speed on a country 
highway and surmount the crest of a 
hill. Just as you reach the top you 
suddenly see a boy in the road ahead 
so close that you can not miss him 
by applying the brakes. The boy 
would correspond to the digit 5. Nor- 
mally in such a situation you would 
swerve around him on the left, but in 
this particular case you see that a car 
is approaching toward you and while 
there is a chance that you could 
swerve and miss the child and get 
back on the right side before the ap- 
proaching car reached you, there is 
also a chance that you would hit the 
car head on. The car would corre- 
spond to the digit 7. Then you see 
that the shoulder to the right of the 
boy is wide and clear and apparently 
firm enough to hold an automobile. 
This would correspond to the digit 9. 
In driving one associates the three 
elements immediately and finds the 
answer in driving off the road to the 
right. If your powers of association 
were faulty at the time, you might 
end up in a head-on collision or you 
might trust your brakes and _ strike 
the boy—errors which would be 
equivalent to adding the three digits 
incorrectly. 


To make this clearer, it would be 
well to remind the reader that when 
he is called upon to add 5 and 7 and 
9 he does not collect a number of ob- 
jects and count out five of them and 
then count out seven of them and 
then count out nine more; and then 
count all of them to 21—which would 
be the verification of the problem. 
Nor on the highway does he see the 
boy and begin to apply the brakes 
only to realize that they will not en- 
able him to avoid the accident; then 
swerve the car to the left until he sees 
that he might strike the oncoming 
machine ; then see the wide shoulder, 
and after considering the boy, the on- 
coming car again, and the shoulder, 
finally drive upon it. These detailed 
processes are not necessary for the 
experienced “adder” or the experi- 
enced driver. Each has solved simi- 
lar problems so many times that his 
associative power is ready to form 
the correct decision instantly. Inci- 
dentally, a main difference between 
the experienced driver and the inex- 
perienced one is that the former has 
a greater number of these ready-to- 
use responses on his mental shelf. 


The results of the test are impor- 
tant to every automobile driver. On 
the control days the subjects made 
fewer errors in the evening than in 
the morning. But on the driving days 
they made 17.5 per cent more errors 
—17.5 more errors after only 300- 
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Can a “moder- 
ate” trip behind the wheel fatigue a 
man ? ee @ 


/ I ‘() these tests Dr. Rvan added one 
over which the subjects had no 


ontrol whatever. It 


odd miles of driving. 


Was not a per- 
formance test but a purely physiolog 
ical observation. [le used it not only 


hecause it had proved an_ effective 
measure of fatigue in his studies with 
but also because it 
of another kind, forming a 
supplementary examination. 

vascular-skin-reaction 
fact that the blood 
per- 
under irritation of 
not dilate to 
their normal state again until several 
moments have passed 


munition workers, 
Was a test 
geood 

Called a 
it was based on the 
in the 
son's skin « 


test, 


vessels lower layer of a 
ontract 


the skin above and do 


The contrac 


tion Jasts longer when a person is 
fresh than when tired: in the latter 
state the blood vessels relax sooner. 


\Vlorning and evening the subjects 


laid bare their forearms on a table and 


Dr. Rvan drew across them a little 
wheel on a spring device, the wheel 
contacting the skin at constant pres 
sure. The wheel left a white streak 


on the skin due to the 
the blood 


contraction of 
vessels beneath 


On both control and driving days 
there was a decrease in the fading 
time of this streak which indicated 


that there was some fatigue even on 
normal days. But on normal 
or control days the decrease in fad- 


these 


ing time was only one per cent while 
on the driving days it was 12 per cent. 
There were isolated instances, Dr. 


Ryan said, when the effects of the 
drive were great indeed. One man 
returned on one day with hand-eye 


co-ordination 80 per cent poorer than 
it had been in the morning. Another 
experienced 21 per cent more blurred 
vision. One evening a subject made 
$28 per cent more errors in the color 
naming test than he had in the morn- 
ing and on another day he required 
28 per cent more time. Still another 
made 400 per cent more errors in the 
addition test. 
of bad 
how 


These were the peaks 
performance which indicate 
very fatiguing a “moderate” 
drive can sometimes be. 

Qn the other hand there were days 
on which very little impairment was 
indicated by the test performance. 
The important thing is that danger- 
ous impairment result from a 
day's drive and that the possibility 
should be recognized by the driver. 

e a e 
BVIOUS from the 
experiments as they have been 
described so far include the follow- 
ing: 

1. Any man, even if he is in the 

best of physical condition, can expect 


can 


conclusions 
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to be more or less fatigued by driving 
300 miles. 

2. On some days he can expect a 
drive of 300 miles to tire him to the 
danger point. 

3. It is folly for him to gauge his 
safe driving distance arbitrarily by 
miles: there are many variable 
factors including himself, 

But, one may ask, how then can a 
driver determine how far it is safe for 
him to travel at the wheel in a day? 
Maybe he should stop and rest when 
weariness sets in, 

A good rule this, but nature is not 
so reliable an ¥ she 


too 


“alarm clock” as 
might be. On numerous occasions Dr. 
Ryan's subjects returned from their 
drives feeling fit. The day’s run, they 
felt, had fatigued them but little. 
They even boasted of being in better 
condition than they had been in the 
morning and claimed to be able to 
make better records in the tests. Yet 
the tests actually revealed them to be 
very tired. They had not the slight- 
est inkling of their true condition, be- 
cause one sometimes does not feel the 
reaction from exertion until some 
time after the let down. Il‘atigue sets 
in some respects like alcohol. It is 
notorious that a man who has had a 
few drinks feels elated, more capable 
than ever of performing daring feats 
with his automobile at the same time 
that his real condition makes him less 
than ever adequate for even ordinary 
driving. So another conclusion must 
be added to the three given above. It 


_— 


+. A driver must not wait to rest 
until he feels fatigue. 

()n the basis of his long study and 
his careful observations not only of 
his ten subjects but of drivers in gen- 
eral and of himself, Dr. Ryan can give 
advice of utmost ingportance to mo- 
torists who slide under the wheel for 
long jaunts. 

“Fatigue in its early stages,” he 
says, “creeps up on you like carbon 
monoxide poisoning. Frequently you 
cannot sense it or feel its effects. It 
can, in its later stages, with the onset 
of drowsiness, completely overcome 
you as you drive along. As a matter 
of fact the toll of fatal accidents each 
year in the United States involving 
drivers who actually fall asleep at the 
wheel is greater than the toll resulting 
from collisions between automobiles 
and railroad trains. Moreover fa- 
tigue accidents are woefully underre- 
ported. People are almost as reluc- 
tant to admit that an accident oc- 
curred because they were drowsy or 
asleep as they are to admit that they 
had been drinking. And, as I have 
said, sometimes they don’t know that 
they were fatigued. 
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“Although the number of accidents 
caused by drivers who are actually 
asleep is considerable, one of the main 
contributions of our study was the 
establishment of the fact that prior to 
the arrival of that state, drivers are 
frequently in a condition such that 
their lives and the lives of those in 
the car with them are in the gravest 
danger. While one ‘driver asleep’ 
accident is occurring, perhaps 20 ac- 
cidents are taking place of all variety 
of seriousness in which lessor fatigue 
was a contributing if not the sole 
cause. 

ee @ ® 


66@* TARTING out on a long drive 

in the morning has its hazards, 
but when you start in the late after- 
noon or at night, you commence your 
trip with all the accumulated fatigue 
of the day. In this case you should 
assume that you are beginning with 
a handicap. 

“Night driving has another closely 
allied danger. Lowered illumination 
cuts down the strength and the range 
of the visual stimulations that reach 
the driver’s eyes. And when through 
fatigue the efficiency of his eyes and 
of his ability to concentrate his atten 
tion is also reduced, you have a com- 
bination of circumstances which 
makes night driving doubly hazard- 
ous. 

“Every driver, no matter how 
great he thinks is his resistance to fa- 
tigue, should take definite precautions 
to protect himself. After you have 
driven from 150 to 200 miles, get out 
of the car and exercise. Flex your 
legs, swing your arms, breath deeply, 
eat a bite. It is a good idea to acquire 
the habit of relaxing thus along about 
the middle of the afternoon. Studies 
in industrial fatigue have shown that 
greatly increased efficiency follows 
such a 10-minute rest pause. Also 
after you have driven say 250 miles 
make a deliberate effort to watch the 
road more carefully than normally 
you feel you must. Do not allow your 
mind or eyes to wander. Avoid dis- 
tractions. Slow down before doing 
such a thing as winding the window 
up or down or lighting a cigarette or 
dialing the radio. Above all, reduce 
your speed, because whether you 
know it or not, your nerves and your 
muscles may no longer be so sharp 
and ready as they were before and 
you are less able to cope with an 
emergency should one arise. In fact, 
when you are tired you are more li- 
able to find yourself in an emergent 
situation because you fail to recognize 
conditions or situations that lead to it. 

“At dusk after driving all day, if 
you haven’t planned where you are 

(Continued on Page 28) 
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The Connecticut State Capitol ts the source of sound insurance legislation and the home of 


capable insurance administration. 


INCREASING UNIFORMITY IN STATE SUPERVISION 
AND REGULATION OF INSURANCE 


ENERALLY speaking an in- 

surance contract is a promise 

by ne person to pay another 
money or any other thing of value, 
upon the happening of a contingent 
event beyond the effective control of 
either party in which the promisee 
has an interest apart from the con- 
tract. ‘These contracts are not ar- 
ticles of commerce in any proper 
meaning of the word. They are not 
subjects of trade and barter offered in 
the market as something having an 
existence and value independent of 
the parties to them. They are not 
commodities to be shipped or fot- 
warded from one state to another, 
and then put up for sale. They are 
like other personal contracts between 
parties which are completed by their 
signatures and the transfer of the con- 
sideration. Such contracts are not 
inter-state transactions, though the 
parties may be domiciled in different 
states.” 


An Address Before the Chamber of 
Commerce of the United States, 
April 27, 1937 
By JOHN C. BLACKALL 


COMMISSIONER OF INSURANCE 
STATE OF CONNECTICUT 


3ased on these principles the sov- 
ereign states of the Union have juris- 
diction and control over the adminis- 
tration of laws regulating insurance 
companies and the business of insur- 
ance. The responsible individual is 
usually a Commissioner of Insurance, 
or a Superintendent of Insurance, or 
a Board. In eight of the States, 
among them Alabama, Maryland and 
Kentucky, the supervising authority 
is appointed directly by the Governor, 
his term sometimes coinciding with 
the Governor’s. In sixteen of the 
states he is appointed by the Gov- 
ernor with the approval of one or 
both branches of the Legislature, 
terms varying from no fixed term, as 
in Illinois, or at the will of the Gov- 


erner, as in Indiana and Nebraska, or 
for two or four years as in some of 
the states to six years in Minnesota. 
In thirteen of the states the Insurance 
Commissioner is elected for a two or 
four year term: The states of Georgia 
and Nevada, in this group, elect a 
State Comptroller who becomes ex- 
officio Insurance Commissioner. 
Other states in this group combine 
the office of Treasurer or Secretary 
of State with the Commissioner’s of- 
fice. In Arizona he is appointed by 
a State Corporation Commission at 
the pleasure of the Commission. The 
same is true in Virginia. In Colo- 
rado the Insurance Commissioner 
comes under civil service. Texas has 
a Board of three Commissioners, one 
for each branch of the business. 
Ohio’s Superintendent is appointed 
by the Director of Commerce.. The 
South Carolina Commissioner is 
elected by the General Assembly. 
The Governor’s appointment in Mas- 
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sachusetts, Maine and New Hamp- 
shire needs the approval of the Coun- 
cil. In Rhode Island the Director of 
Revenue and Regulation appoints. 
Here in the District of Columbia the 
District Commissioners appoint the 
Insurance Commissioner for an in- 
definite period. While this indicates 
a variety of methods of arriving at 
the same object, regardless of the 
method, I know of no supervising au- 
thority in the United States that more 
nearly reflects the history and tradi- 
tion of the American plan of govern- 
ment than the Insurance Consmis- 
sioners’ meeting twice a year to dis- 
cuss problems common to all. Some 
years ago, when I was a younger 
man, I had occasion to spend six 
years in Washington in a secretarial 
capacity in the legislative branch of 
the government. Despite criticisms 
that have been leveled at the Congress 
of the United States, regardless of 
whatever political party was in power, 
it has always seemed to me as a casual 
observer that the Congress of the 
United States, as a rule, correctly re- 
flects the prevailing political philos- 
ophy of the times. After 1923 I left 
Washington to practice law in Con- 
necticut, and when I sat in for the 
first time with the Insurance Com- 
missioners in the summer of 1935 at 
Seattle and listened to the arguments 
and the discussion on this tremendous 
business, I felt again that I was in a 
real American forum of discussion 
and one out of which nothing but 
good was bound to come. It is in the 
functioning of this association, and by 
its nourishment and approval, that 
the growth for uniformity in super- 
vision of insurance has taken place. 
I might say at this point, too, 
that the success of this method is to 
no small degree due to the directness 
of approach available to the citizens 
of any state who have a problem with 
an insurance carrier in any other 
state. Whether the citizen consults 
his own Commissioner or writes di- 
rectly to the Commissioner of the 
state in which the carrier is domiciled, 
delays are avoided, misunderstand- 
ings cleared up, rights determined, 
and liabilities clarified. 

It is not my purpose today to ex- 
haust your patience with example and 
constant detail, but to remark on the 
advancement of this trend to indicate 
the course it already has taken, and 
if you will permit me, to project my- 
self with some hesitancy into the 
future. 


HILE the theory of comity be- 
tween states has been recog- 
nized by the Insurance Commission- 
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ers insofar as this could consistently 
be done, one needs no imagination to 
realize the condition in which the in- 
stitution of insurance would have 
found itself long ago but for the 
movement for uniformity of laws af- 
fecting insurance in the various states. 
Insofar as the Commissioners con- 
sistently could (and this occurred in 
a broad field) they permitted com- 
panies to do in a state where they 
were admitted, generally speaking, 
whatever they could do in the state in 
which they were chartered, except in 
those few cases where the public 
policy of one state would be entirely 
out of harmony with that of another. 
Some years ago the Commissioners 
realized the desirability of having the 
annual reports of companies, which 
are necessarily made to every state, 
as uniform as possible, and in that 
great work they have been tremen- 
dously helped by the so-called com- 
mittee on blanks of the Insurance 
Commissioners Convention. This 
Committee, generally composed of 
career men in the various depart- 
ments, meets from time to time with 
a view to simplifying the reports as 
much as possible, while keeping them 
in their fullness sufficiently informa- 
tive to give any reasonable public of- 
ficial a bird’s-eye picture of the condi- 
tion of the company at the close of 
each fiscal year. These reports en- 
able one to know in a broad way the 
financial condition of the company 
including such factors as total busi- 
ness done, losses and expenses incur- 
red, investment schedules and 
changes made in them during the 
year. Over a period of years these 
statements make available important 
statistics indicating movements one 
way or another in the business. Then 
too, in order to avoid a company in 
one state carrying a certain stock or 
bond at a given price, and a company 
in another state possibly carrying 
the same stock or bond at a different 
value, the Insurance Commissioners 
have definitely adopted a method by 
which standard valuations are agreed 
upon, and these are promulgated in 
the Association Book of Security 
Values each year. If the Commis- 
sioners had done nothing but these 
two things in all this time these two 
accomplishments in themselves un- 
doubtedly would have had the pro- 
found effect of stabilizing the busi- 
ness. 


But in addition along all lines the 
constant discussion of problems cre- 
ated further impetus toward uni- 
formity. In the investment field for 
instance, the states have laid down 
standards for investments that looked 
first to the classification of the car- 











rier, and attempted to restrict the 
carrier in its investments consistent 
with the public interests of the busi- 
ness it conducts. Even today when 
the investment field is receiving the 
constant attention of executives of all 
large financial institutions the Insur- 
ance Commissioners are en rapport 
with the times in an effort not to 
tear down any existing barriers, but 
to make the laws somewhat resilient 
to the money situation of today. For 
instance, Connecticut is seriously dis- 
cussing the idea of permitting life 
companies to invest in mortgages up 
to 6624%, of the appraised value of 
property, an extension of the Con- 
necticut idea heretofore obtaining 
that 50% only should be allowed. In 
this it moves in line with New York 
and New Jersey. New York on the 
other hand seems to feel that a some 
what broader participation by life in- 
surance companies in industrial bonds 
and preferred stocks may not be out 
of line with real progress. 
ee @ @ 

HERE is definite need for a clari- 

fication of the tax situation as 
affecting authorized carriers in the 
different states. The great majority 
of states tax insurance companies on 
the basis of business produced within 
their borders. However, in these 
premium tax laws no satisfactory de- 
gree of uniformity exists. A few 
states have special taxes applicable 
to domestic companies such as levies 
on capital stock or on accumulated 
surplus. Up to 1935 Connecticut 
had two taxes based on capital stock 
of domestic companies levied each 
year on the fair market value of the 
stock as fixed by the Board of Equal- 
ization. This has given way to a tax 
on premium and investment income. 
I can see a definite trend toward a 
rather uniform tax law that will even- 
tually work itself around to be a tax 
on premium income with credit for 
cancellations but without considering 
reinsurance either assumed or ceded. 
This might be a happy solution of the 
present situation. 

Perhaps a pronounced development 
of recent years has been the develop- 
ment in the agency field. In the old 
days anybody could be an insurance 
agent if he had a suit of clothes, a 
pair of shoes, a pencil, and a company 
to employ him. That was in the day 
when there were about two classes 
of policies written, one a life policy, 
the other a fire policy. But with the 
tremendous expansion of the nation 
and the placing of further regulations 
and statutory obligations on corpora- 
tions and citizens, in addition to their 
common law obligations (and I am 
referring now to the field of Tort) 
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the’ casualty business took on a new 


importance. Too, the ordinary life 
and endowment policies were not 
enough. Numerous new forms were 
developed to fit the specific needs of 
the insuring public, and increasing 
emphasis placed on the income and 
optional settlement features. This 
meant that each year the agent had 
to be better informed than the agent 
who did the work the year before, so 
that agency laws came into effect 
whereby men could only be appointed 
agents who had passed proper exam- 
inations and had satisfied the Com- 
missioner that it was not against pub- 
lic interest that they should be li- 
censed. Not all of the states adopted 
this idea at once, but they have more 
and more been falling into line. Now 
that agency laws have become gen- 
erally accepted, we find uniformity 
again compelling the Insurance Com- 
missioners to arrange for some stand- 
ardization of the agency situation. 

With carriers located in different 
states and operating in a great many 
of the states, in order to erase the dis- 
tance between the assured and the 
company, the idea of having a resi- 
dent agent’s law came into vogue. 
Under this no policy on property lo- 
cated in a given Commonwealth could 
be issued unless countersigned in that 
Commonwealth, by a duly licensed 
resident agent. The need for this is 
readily apparent. 
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PROBLEM of no small import- 

ance is that of the unauthorized 
insurance company —the company 
that is not authorized to do business 
elsewhere than in its state of domicile, 
but sends literature through the mails 
for the purpose of inducing residents 
of other states to insure. Most states 
frown on and discourage these activi- 
ties. It is not true, of course, that 
every one of such companies is finan- 
cially unsound, (although the vast 
majority have no financial back- 
ground whatever), but it is true that 
if the resident has difficulties with 
such a company and appeals to his 
own Commissioner, the latter finds 
himself helpless to be of assistance 
unless the Commissioner in the state 
where the company is domiciled co- 
operates. And in many instances the 
home state Commissioner finds him- 
self without any jurisdiction in the 
premises. In addition, no annual 
statements being filed, it is impossible 
outside of the state of domicile for 
the Commissioner to keep in touch 
with the condition of the company. In 
the event of ultimate litigation on a 
policy the assured finds himself un- 
able to cite the carrier into his own 
courts and must seek his redress un- 
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der the law in the courts of the state 
where the company is domiciled. 
Consistent effort has been made to 
stop this practice. To some extent 
it has been successful, at least inso- 
far as the weakest companies were 
concerned, but in the cases of such 
companies—where their financial con- 
dition might be possibly all right—the 
local Commissioner hesitates to rule 
his children with too strong a rod. 
It has been suggested that possibly 
the law would make such an unau- 
thorized company by its delivery of 
the policy through the mail subject to 
the Insurance Commissioners of the 
other states, at least to the extent 
that jurisdiction of the courts of the 
other states might be in order. But 
any lawyer can see some difficulty 
here. Another method of approach 
has been to attempt legislation that 
will prohibit the use of the mails to 
such a company. This may be a solu- 
tion of it, but I am a little inclined to 
doubt it. Nurtured as I have been 
in the traditions of New England, 
it would seem to me that the Insur- 
ance Commissioners themselves have 
more corrective authority in the 
premises than sometimes they exert 
for the benefit of the distant assured, 
and if the same tendency toward uni- 
formity which has constantly de- 
veloped in other lines is equally as 
strong in this, the topic may not re- 
tain its importance. 

Then, too, the bankruptcy act elim- 
inates the insurance carrier, and a 
problem often arises when an insur- 
ance company is liquidated or placed 
in receivership. There are the con- 
flicting claims of classes of policy- 
holders. There are complications over 
deposits in those states where deposits 
are required as a condition precedent 
to the doing of business, and there is 
the difficulty of ancillary receiver- 
ship. Facing this situation and feel- 
ing at this time that any change in 
the bankruptcy law would be none 
too desirable, the Insurance Commis- 
sioners’ Convention with the coopera- 
tion of the American Bar Association 
has devised what is termed a uniform 
law for the rehabilitation and liquida- 
tion of companies. This has already 
been passed in the State of New York 
and is pending in the State of Con- 
necticut. While it does not make too 
broad a departure from established 
precedent, it does in fact facilitate the 
administration of embarrassed com- 
panies, at least between those states 
which in reciprocity with each other 
pass the act. eee 

T is human nature to love one’s 

own, to admire their virtues, to 
overlook their faults. But any Insur- 

ance Commissioner surveying today, 
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particularly the American scene since 
October 1929, cannot but feel a 
worthy amount of pride in the way in 
which insurance as an institution has 
weathered the storm. I make no com- 
parisons, which are always odious, 
between the institution of insurance 
and any of the other great institutions 
—financial, economic or scientific—in 
their reaction to, their progress in, 
and their emergence from the depres- 
sion, but I think that I can say in 
seriousness and in truth that the insti- 
tution of insurance has come through 
the storm with dignity and with credit. 
There were embarrassments of course, 
and failures here and there, but the 
business itself was founded on the 
theory of being ready for the storm 
rather than for the sunshine, and 
when the storm came it was a stabiliz- 
ing influence when such an influence 
was sorely needed. My own opinion 
is that this has been due, first of all, 
to the strength of the companies, but 
secondly to the fact that that strength 
was permitted to grow over a long 
period of years under the supervision 
of officials familiar at close hand with 
the needs of this great enterprise. 


What, then, does the future hold? 
It seems to me that we must remem- 
ber that a whole generation now has 
lived in rather unnatural surround- 
ings. In the first place, there was the 
impact of the World War in 1914, 
and the distraction that flowed there- 
from. In the second place, there was 
the final involvement of the United 
States in the conflict, and displace- 
ment of man power and industry for 
nearly two years. Then there was 
the reaction after the strenuous days 
of the war during all of which we 
were living under a_ constitutional 
amendment that attempted to control 
the social habits of the people, and 
finally we have had the depression. 
I look for a real awakening of the 
sense of personal responsibility. Old 
Champ Clark was wont to say that 
the average American citizen wads 
equal to any emergency in which he 
was placed. No one can quarrel with 
this generalization. The historian of 
these days, when he comes to write 
his book, must place his great ac- 
colade of encomium on the average 
American citizen. With this awaken- 
ing of the sense of personal responsi- 
bility the young men emerging from 
the schools and colleges, and the 
young women, will again find their 
places in an active world of vast op- 
portunity. The institution of insur- 
ance is prepared to move along with 
the times, and to carry its share of the 
load. This I am sure it will do, be- 
cause I know from the experience of 
the past that it is capable of doing it. 
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Its Insurance Laws 


By PROFESSOR EDWIN W. PATTERSON 
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HE Insurance Department of 

the state of New York is pre- 

paring a comprehensive revision 
of the law regulating the insurance 
business. The project was inaugu- 
rated by the Superintendent of Insur- 
ance, Louis H. Pink, in the summer 
of 1935. A committee composed of 
deputy superintendents and other of- 
ficials of the department was ap- 
pointed to work on this revision, thus 
bringing to bear upon the project the 
experience of those primarily con- 
cerned with administering the pres- 
ent law, who are acutely aware of its 
deficiencies. 

When completed the revision will 
represent the composite judgment 
both as to public policy and as to the 
best means of effectuating it, of those 
who have devoted many years to the- 
ory and practice in this field. The 
department’s proposed revision will, 
it is expected, be ready for publica- 
tion in the summer of 1937. Oppor- 
tunity for suggestions and criticisms 
will be given to all who will be af- 
fected by its provisions. Proposed 
modifications will be given careful 
consideration. It is hoped that the 
final draft will be enacted during the 
legislative session of 1938. 

The need for such a revision arises 
partly from the effects of the depres 
sion upon the insurance business, and 
partly from an accumulation of de- 
fects in the present law which have 
become increasingly evident over a 
long period of years. The latter is 
much more important than the form- 
er. True, the depression revealed 
striking weaknesses in the existing 
safeguards for some types of guaran- 
teed mortgages and surety obliga- 
tions; it showed the unreliability of 
some kinds of reserve investments of 
insurance companies. Yet the tradi- 
tional branches of the insurance busi- 
ness, aided in some instances by 
emergency legislation, fulfilled their 
obligations with a high degree of suc- 
cess. Hence the primary purpose of 
the insurance law revision is not so 
much to reform the insurance busi- 
ness in the light of depression experi- 
ence, as to construct upon the basic 
principles of regulation embodied in 
the present law an orderly and clear- 
cut set of regulations adapted to the 
present needs. 

The language of many provisions 
of the present law was formulated 
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fifty or seventy-five years ago. Suc 
cessive annual deposits of amenda- 
tory legislation have made the process 
of interpreting it geological rather 
than logical. [Extinct creatures of by- 
gone periods of experimentation are 
embedded in its successive strata. 
Meanwhile business practices have 
developed many new problems which 
are recognized in some of its provi- 
sions and ignored in others, and de- 
partmental rulings have supplemented 
its inadequacies. Moreover, since the 
New York law of 1849 was enacted, 
constitutional law has both clarified 
and limited the powers of state gov- 
ernments over foreign corporations 
and a new branch of law, administra- 
tive law, has gained recognition. To 
bring order out of this confusion is 
the purpose of the insurance law re- 
vision. 
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EKGULATION of the insurance 

business has a longer history 
than most people suspect. The same 
century which brought forth commer- 
cial insurance in northern Italy 
(1300-1400) brought forth also legal 
regulation of the insurance business. 
Early American legislation took the 
form of special charters of incorpora- 
tion, of requirements designed to give 
full publicity to the finances of in- 
surers. The theory was that, given 
access to a sworn statement of an in 
surance company’s financial condition, 
the prospective policyholder could 
determine for himself, where to place 
his insurance. The theory proved in- 
adequate to protect the insuring pub- 
lic, especially with respect to the pop- 
ular branches of insurance. 

About the middle of the last cen- 
tury the states began to establish 
separate administrative agencies for 
continuous supervision of the insur- 
ance business. New York was the 
first to establish a comprehensive 
scheme of regulation ; the law of 1849 
is the direct ancestor of the present 
law. Since then the laws of New 
York, Massachusetts, and Connecti- 
cut have furnished models for the leg 
islation of other states. The Arm- 
strong investigation of 1905, with its 
revelation of abuses in life insurance, 
and the reform legislation which fol- 
lowed under the leadership of Gov- 
ernor Charles Evans Hughes, had a 
profound influence upon insurance 
legislation throughout the nation. 


Through supervision of life insur 
ance companies doing business in 
New York (which have about 85 per 
cent of the life insurance in force in 
the United States) the New York 
insurance department exercises a na 
tion-wide influence upon that busi 
ness. The department has more than 
300 employees, exclusive of the liquid 
ation bureau. It has gained an en 
viable reputation for leadership in the 
National Association of Insurance 
Commissioners. A revision of the in 
surance law of New York will indi 
rectly touch the lives and fortunes of 
many people who will never hear 
of it. 

Throughout the struggles of the 
past century over governmental regu- 
lation of business, it has seldom been 
questioned, and never successfully, 
that the business of insurance falls in 
that special class known as “business 
affected with a public interest.” Just 
why this should be so is not easy to 
define. The aleatory character of the 
insurance contract seems to furnish 
the justification. An insurance con 
tract promises much in return for lit 
tle, upon the happening of an event 
which may never occur or may be 
long postponed. The buyer of such a 
contract is peculiarly helpless and 
gullible. He cannot try out his con 
tract, as he does his automobile, be- 
fore it is too late. He may pay premi- 
ums many years for a sense of secur- 
ity that, when catastrophe comes, the 
insurer will be ready to pay the 
money which it has promised. 


This sense of security is protected 
by statutes requiring that insurers 
have assets in quantity sufficient to 
pay estimated losses and claims, and 
in quality sufficient to give a high de 
gree of financial stability. Solvency 
requirements were initially and _ still 
are the backbone of the insurance law. 
Regulation of the terms of the insur- 
ance contract comes next in import- 
ance. Much has been done to elimi 
nate the weasel promise from insur 
ance policies; there is still something 
to be done. No American state has a 
comprehensive code of insurance-con- 
tract law like that of Germany or 
France. 

Other phases of the business have 
been brought within the scope of gov 
ernmental supervision. The regula- 
tion of rates was held to be constitu 
tional in 1914, and in 1931 this power 
was extended to include agents’ com 
missions, which absorb a large part of 
the premium paid by the policyhold 
er. The constitutional powers of the 
state over insurance transactions 


within its borders have never been 
fully plumbed. 
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‘HE methods of insurance regu- 

lation, while somewhat technical, 
can be briefly summarized. Some 
legal remedies are judicial, others pri- 
marily administrative. The judicial 
remedies include criminal prosecu- 
tions for violations of the insurance 
law, which are rare, and judicial 
orders for the liquidation or rehabili- 
tation of insurance companies, which 
are used only as a last resort. The 
administrative devices are more im- 
portant. 

The superintendent’s power to li- 
cense insurers, insurance agents, in- 
surance brokers and insurance ad- 
justers, and to revoke or suspend 
such licenses for cause, is one of the 
two most effective devices of control. 
The other is his power to examine the 
“affairs” of an insurance company. A 
force of examiners may spend weeks 
or months in the offices of an insur- 
ance company, going over its books, 
records and securities, reporting its 
financial conditions fully and criticiz- 
ing any departures from the law 
either in letter or in spirit. Since 
these reports, when finally approved 
by the superintendent after hearing 
objections, are sent to the insurance 
departments of other states, the in- 
surers generally are quite sensitive to 
such criticisms. 

The New York department has 
about 120 examiners, but for the most 
part it can examine only those com- 
panies incorporated in New York, 
and even these only at intervals of 
three or five years depending on the 
type of business. The data thus ob- 
tained are supplemented by volumi- 
nous sworn statements which every 
company is required to file annually. 
These statements are painstakingly 
scrutinized and it is seldom that an 
insolvent or unsound company es- 
capes detection well in advance of its 
collapse. The state cannot guarantee 
that every policyholder will be able 
to collect his claim, but it excludes 
many unsound enterprises at the out- 
set, and forces others into liquidation 
as soon as they become public haz- 
ards. 
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HE standards of insurance regu- 

lation have been steadily im- 
proved during the past half century. 
On the whole the improvement has 
been greatest in the non-assessment 
life insurance business, which con- 
forms to the strictest and most de- 
pendable standards and has main- 
tained the highest degree of stability. 
The mortality table, which seldom 
errs in predicting too low a propor- 
tion of policy claims, gives to the life 
insurance business a stable empirical 
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basis for the calculation of premiums 
and reserves. 


The standards governing the in- 
vestment of these reserves are less 
stable, since investment experience is 
variable. No matter how high the 
standard, it cannot guarantee safety 
under all circumstances. The state 
rarely creates new standards for the 
insurance business. Rather it adopts 
and makes universal those standards 
which the more far-sighted and scrup- 
ulous men in the business have estab- 
lished for their own conduct, or which 
they are willing to adopt if protected 
against unfair competition. Here is 
a consequence of insurance supervi- 
sion which is often overlooked. The 
insurance law is a code of fair com- 
petition ; it protects the insuring pub- 
lic by protecting sound and honest 
enterprises from the competition of 
unsound, dishonest ones. Without 
saying that the best insurance is al- 
ways the most costly to the policy- 
holder, one can say that bad insur- 
ance thrives most when it is sold at 
rates below the level of safety. Thus 
bad insurance tends to drive out good 
insurance. 

The social value of the insurance 
law is not to be measured merely by 
its effects in motivating the conduct 
of those who do business under its 
regime. If the republic cannot teach 
virtue or create intelligence, at least 
it can strive to protect the more vir- 
tuous and intelligent from the depre- 
dations of the less. 





Mutual Casualty Gains 
Continue 


THE PREMIUMS OF THE CASUALTY 
INSURANCE COMPANIES WHICH ARE 
members of the American Mutual Al- 
liance showed one of the heaviest in- 
creases of a considerable period dur- 
ing the first quarter of 1937, figures 
from fourteen of the leading organi- 
zations submitted in a recent survey 
show. 

The fourteen companies — Celina 
Mutual Casualty, Central Mutual 


Casualty, Chicago Ice Producers, 
employers Mutual Casualty, Em- 


ployers Mutual Liability, Exchange 
Mutual Indemnity, Hardware Mu- 
tual Casualty, Jamestown Mutual, 
Liberty Mutual, Lumbermens Mu- 
tual Casualty, Michigan Mutual Lia- 


bility, Security Mutual Casualty, 
Texas Employers, and [Employers 
Mutual Indemnity — showed net 


premiums written for the first three 
months of 1937 of $31,732,766 as 
against $25,721,809 for the same 
period of 1936. This is an increase 
of 23.37%. 
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By lines the increases were even 
more remarkable : 
Ist Qtr. Pet. of 


1937. _— Increase 
Workmen’s compen- 

GUNN ca oesaemee $14,151,851 33.25% 
Auto (all coverages). 15,341,680 14.97% 
Other Liability ...... 1,733,002 32.91% 
Miscellaneous ....... 506,224 11.83% 


Analysis of the financial  state- 
ments of all Alliance casualty com- 
panies, just completed, shows the 
following facts: 


Pct. 
Increase 
Dec. 31, over 
1936 1935 
Admitted assets..... $173,590,133 21.27% 
LsaHttGS: 2.0.64 00000 140,197,574 22.70% 
Surplus to policyhold- 
REIN. intcatare aratale aera 33,392,559 15.58% 
Premiums written 
CONBOE sce sere oe kiec 126,702,081 20.30% 


LOSSSS DAI ccsic sce 51,078,744 16.30% 
Premiums earned.... 122,008,193 20.58% 
Losses incurred 66,088,034 22.81% 
Underwriting expense 
TMCUPTOD. «0.6.00 00.50% 
Gain from underwrit- 
ing and profit and 
1086 MOMS. 6.06600 


32,683,103 17.18% 


22,923,320 18.89% 
20,468,597 17.82% 

The payment of $20,468,597 in 
dividends to policyholders during 
1936 brought to the imposing sum of 
$211,355,231 the total of dividends 
which holders of policies in this 
group of mutual casualty companies 
have received since their organization. 

The ratio of losses incurred to 
premiums earned during 1936 was 
54.167 %, a figure which is slightly in 
excess of that made in 1935. This 
increase was balanced, however, by 
a slight decrease in the ratio of un- 
derwriting expense incurred to pre- 
miums earned during 1936. This fig- 
ure was 26.787% slightly less than 
the ratio registered in 1935. 

A summary of the aggregate ad- 
mitted dssets of the twenty-four com- 
panies of the groip shows little in- 
dication of change from the invest- 
ment policies of other years. By clas- 
sifications the aggregate admitted as- 
sets as of December 31, 1936, were: 





= Cash 
OO MIEOD  vvvceveraeweeee 12.7% of total 
Bonds (State, Government and Municipal) 
OLDE Scie cdiab.0s's Ualse Sods eae 35.2% 
Other Bonds 
BORER x sicaneisne > vcweeeacnloa 28.1% 
Stocks 
CISION. Gane aiaw dean to ae weer 8.9% 
Real Estate 
OE |: ee 
Mortgage Loans 
IO ke ccdineo ce 6 quns.cueaes soe 
All Other Assets 
UTE bc vhs irwiewsansonaroobene 9.2% 
WANTED 


General Agents contract to represent Mutual 
Insurance Company in Oklahoma, Kansas and 
Texas. Address Z10, Journal of American 
Insurance. 
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Retrospective Rating in N.Y. 


EARINGS before the New 
H York Department have re- 

sulted in a decision by Super- 
intendent Pink to try out retrospec- 
tive rating for compensation risks but 
only if certain alterations are made 
in the stock company plan. At the 
same time the Superintendent indi- 
cated that the plan was to be regarded 
as experimental, with the possibility 
of further changes being necessary. 
He also recommended that the Na- 
tional Council study the Supplemen- 
tary Rating Plan, as proposed by the 
mutual companies. In this connection 
Superintendent Pink said, “It would 
seem that from the insurance stand- 
point the principle of this plan may 
have greater advantages than the one 
submitted.” The full text of the de- 
cision follows: 


ee @ ®@ 
N January 6, 1937, the Compensation 
Insurance Rating Board submitted, 


for the approval of the Superintendent a 
new plan for establishing premium costs 
called the workmen’s compensation retro- 
spective rating plan. After a preliminary 
study the Superintendent called a public 
hearing on February 26, 1937, for the 
purpose of affording the opponents and 
proponents of the plan an opportunity to 
be heard. 

The plan provides for the adjustment of 
a premium to be charged during a policy 
term based upon the loss experience under 
the policy, subject, however, to a minimum 
percentage and a maximum percentage of 
the standard premium. The plan as orig- 
inally filed was to be available only to 
assureds having an annual premium at 
standard rates of not less than $10,000 but 
the proponents of the plan have since in- 
dicated that they are prepared to reduce 
the eligibility requirement to include those 
having an annual premium at standard 
rates of $5,000 or more. 

The smallest risks eligible for retrospec- 
tive rating would be adjusted at the con- 
clusion of the policy year on the basis of 
the loss experience sustained on the risk 
to produce a credit of not exceeding 25 
per cent or a debit not exceeding 75 per 
cent. The largest risks would be adjusted 
to produce a credit not exceeding 50 per 
cent or a debit not exceeding 25 per cent. 

In the application of the plan the ad- 
justed premium cost is determined from 
a basic premium which represents a per- 
centage of the standard premium and pro- 
vides for certain fixed expenses and loss 
costs to which will be added the actual 
losses sustained converted by a factor to 
include claims adjustment and other ex- 
penses incidental to management and su- 
pervision. The finally adjusted cost is not 
to be less than the minimum premium or 
greater than the maximum premium. 

This plan of rating was vigorously op- 
posed by representatives of the mutual in- 
surance companies. Representatives of in- 
dustry and the insurance buying public 
were almost unanimous in the view that 
this plan should receive a trial. 

* e®. 6°38 
HE history of the insurance business 
is a record of constant growth and 
development. Casualty insurance, of which 


workmen’s compensation is a major 
branch, is of comparatively recent origin. 
The first liability insurance policy was 
written in this country only fifty years ago 
and workmen’s compensation insurance 
was unknown prior to the enactment of 
the first workmen’s compensation laws 
about twenty-five years ago. Rapid strides 
have been made by the casualty business 
and this has been due in large part to the 
fact that it has been responsive to the 
needs of the insuring public in providing 
new forms of coverage and in expanding 
and improving existing forms. 

When new insurance principles are pro- 
posed for the purpose of meeting the re- 
quirements of the insuring public the 
New York Insurance Department believes 
that they should receive the sanction of 
supervisory officials if they are not clearly 
against public policy and the law. New 
ideas should not be considered from a 
narrow, technical viewpoint but should be 
encouraged by a broad-gauged outlook on 
the part of public officials whose duty it 
is to pass upon them. 

The chief arguments of the opponents 
are directed to this point and the question 
which is therefore squarely before the Su- 
perintendent for determination is whether 
or not the plan would result in illegal 
discrimination within the meaning of the 
Insurance Law. 

The Superintendent has been more con- 
cerned with this criticism than any other. 
Every possible care should be taken to see 
to it that the small man is not discrimi- 
nated against in favor of the large pro- 
ducer. While technically it may be argued 
that the plan is discriminatory, if broadly 
construed from a practical standpoint, it 
would seem that this is not the case. 

The chief issue before the Superintend- 
ent is determining whether or not the 
plan discriminates unfairly and illegally 
against risks not eligible for retrospective 
rating is one of classification. Is it rea- 
sonable and proper to provide a rating 
plan which is optional to risks producing a 
standard premium of $5,000 or more but 
which is not available for risks producing 
a smaller standard premium? To answer 
this question it is first necessary to deter- 
mine whether a division of risk based on 
any amount of premium volume would 
constitute a reasonable classification for 
insurance rating purposes. There is prece- 
dent for this in several forms of cover- 
age and particularly in workmen’s com- 
pensation. For example, loss and expense 
constants are applied to risks with an an- 
nual premium of less than $500. Simi- 
larly, compensation risks whose premiums 
are $500 or more are eligible for experi- 
ence rating while risks producing smaller 
premiums are ineligible. In automobile lia- 
bility insurance certain discounts are avail- 
able to fleets of certain size. The New 
York Insurance Law properly prohibits 
illegal discrimination between risks of es- 
sentially the same hazard. But there are 
some instances where it would be dis- 
criminatory to treat large and small risks 
uniformly and this is borne out by the 
illustrations cited. 


AVING reached the conclusion that 
a reasonable dividing line measured 
by premium volume may be proper in 
some instances, the Superintendent is next 
confronted with the question of whether 





$5,000 is a reasonable point of division. 
While it would be theoretically possible 
further to reduce the minimum standard 
premium for eligibility purposes, the man- 
ner in which the plan has been devised 
would necessitate proportionate increases 
in the minimum and maximum premiums 
as the minimum standard premium is de- 
creased. For that reason the plan might 
be impracticable as to risks producing a 
smaller standard premium than $5,000. 
Experience under the plan will undoubt- 
edly show whether the eligibility require- 
ments can be lowered below $5,000. For 
the present a $5,000 standard premium ap- 
pears to be a reasonable dividing line. 


The opponents of the plan have laid 
considerable stress upon the reduction of 
general and expense loading proposed in 
the retrospective plan. This objection can- 
not be made when the experience of a risk 
produces the minimum premium because 
the flat insurance charge designated as the 
basic premium is designed to provide for 
all general and expense loading in the 
minimum premium comparable to the load- 
ings provided in the present rating plan. 


Admittedly the premiums of risks pay- 
ing more than the minimum are not loaded 
to the same extent or on the same basis 
as under the existing rating plan. Is this 
fatal to the plan? In the opinion of the 
Superintendent it is not because of the 
fact that the additional premium which 
may be charged the assured in excess of 
the minimum premium is measured by his 
actual loss experience and is in effect the 
reimbursement by the assured to the car- 
rier of the losses sustained by the assured 
and paid in the first instance by the car- 
rier together with certain necessary ex- 
penses of the carrier. In other words, be- 
tween the minimum and maximum premi- 
ums the employer is, in effect, a self-in- 
surer but inasmuch as his loss payments 
are advanced by the insurer he is not re- 
quired to qualify as a self-insurer under 
the Workmen’s Compensation Law. Losses 
which would produce a cost in excess of 
the maximum premium are fully insured 
and provision for this cost is made in the 
so-called basic premium. 


Viewed from the standpoint of its true 
nature, the practical equivalent of self- 
insurance, that portion of the premium 
ranging between the minimum and the 
maximum may properly be distinguished 
from the standard basis. It is analogous 
to deductible forms of liability coverage 
and ex-medical workmen’s compensation 
policies in which company expenses are 
reduced, particularly through the elimi- 
nation of commissions on the amount by 
which the premium is decreased. It should 
be noted that in deductible forms of lia- 
bility contracts it is customary for the in- 
surer to advance loss payments in full and 
secure reimbursement for the deductible 
portion from the assured and for ex- 
medical workmen’s compensation policies 
the approved statutory medical aid en- 
dorsement has the effect of requiring the 
carrier to act as guarantor that medical 
costs will be paid. 


In 1932 the then Superintendent of In- 
surance ruled that it would be improper to 
permit a discount of 12% per cent on 
premiums exceeding $1,000 to be offset 
by reductions in commissions and the 
allocation of smaller expense loadings to 
the premiums on such risks. Of the 12% 
per cent discount 744 per cent was to be 
obtained through a reduction in acquisi- 
tion costs and 5 per cent through decreased 
general loadings. The Superintendent’s 
adverse decision was based upon a finding 


(Continued on Page 27) 
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The construction of a building is a most important factor when fire strikes. 


IS FIRE KNOCKING AT YOUR DOOR? 


AST October a big electrical 
appliance factory in Michigan 
yas partially destroyed by fire. 

The building was three stories in 
height of brick semi-mill construc- 
tion. It was equipped with automatic 
sprinklers and had standard super- 
vised watchman service. There was 
an air space under the floor of the 
building which contained a large heat- 
ing duct. It was believed by the man- 
agement that the ventilating ducts 
were of non-combustible construction 
and that there was therefore nothing 
in the under-floor space to cause fire 
and this was not protected by the 
sprinklers. After the fire it was dis- 
covered that the heating duct was 
made of brick side walls with plank 
floor and two-inch tongue and groove 
boards on top. The fire started in 
this duct, presumably from spontane- 
ous ignition. It spread _ rapidly 
through the concealed spaces under 
the building and to adjoining build- 
ings. The total loss was in the neigh- 
borhood of $300,000 a large part of 
this being use and occupancy loss due 
to the curtailment of production of 
some new models of products manu- 
factured by the plant, work on which 
was to start a week or two after the 
time of the fire. The loss in this fire 
was directly chargeable to violations 


By PERCY BUGBEE 


ASSISTANT MANAGING DIRECTOR 
NATIONAL FIRE PROTECTION ASSOCIATION 


AN ADDRESS BEFORE THE NATIONAL FIRE 
WASTE COUNCIL 


of good fire protection practice. The 
National Fire Protection Association 
Regulations on Blower Systems pro- 
vide that all ducts shall be constructed 
of non-combustible materials. The 
Sprinkler Regulations require that all 
portions of a building should be pro- 
tected, including inaccessible spaces 
where seemingly least needed. 

Last June in Ohio a fire destroyed 
a steel plant in a small city and threw 
400 men out of work. The plant con- 
sisted of six one-story brick struc- 
tures which covered an area of ap- 
proximately four acres. The build- 
ings had concrete floors, but had com- 
bustible roof structures. Partition 
walls between the sections did not ex- 
tend to the roof. The fire started in 
the storeroom and quickly spread be- 
neath the wooden roof. It soon 
reached a magnitude that was beyond 
the efforts of the local fire department. 
The loss amounted to $500,000. It 
had been planned to add 200 men to 
the payroll the week following the 
fire in order to increase the produc- 
tion. After the fire the local city 








council made a large appropriation 
for new fire fighting equipment and 
for the erection of a large reservoir 
in an effort to induce the plant offi- 
cials to rebuild in their city rather 
than accept some attractive offers 
from other cities. 

In March 1936 another large in- 
dustrial plant burned in Ohio. This 
time it was a metal working plant and 
the loss was over $400,000, exclusive 
of losses incident to the interruption 
of business. This particular plant 
was built to burn,—unprotected steel 
with wooden roof? There were sev- 
eral good sized partitions of fibre- 
board on wood studding. There were 
no fire walls or other fire divisions. 
There were no automatic sprinklers 
or automatic fire alarm protection. 
‘ire started inside of a combustible 
partition from sparks from an oxy- 
acetylene torch and gained consid- 
erable headway before it was discov- 
ered. Some of the men had difficulty 
in escaping without injury. The 
workmen foolishly attempted to fight 
the fire with a few hand fire extin- 
guishers before calling the fire depart- 
ment and an outsider was the first to 
give the alarm to the department. Al- 
though one might think that in a steel 
mill with largely incombustible con- 
tents a large loss would not be pos- 
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sible, the equipment used in this mill 
was of the precision type and was 
damaged in great part beyond repair. 
The lack of fire protection and the in- 
ferior type of construction clearly in- 
vited a serious fire. 

Another bad industrial fire occur- 
red in Minnesota last June when a 
paper manufacturing plant was de- 
stroyed with a loss of something over 
$100,000. The building itself was of 
brick with reinforced concrete floors 
and roofs. However, there was a 
wooden loading platform and it is be- 
lieved that sparks from a switch en- 
gine ignited some paper and rubbish 
under this platform. The windows of 
the building were of ordinary glass, 
set in wooden frames and they failed 
at the start of the fire. The building 
owners had completely ignored sug- 
gestions for fire safety, including rec- 
ommendations for fire doors and 
wired glass windows. If such pro- 
tection had been provided, if the space 
under the loading platform had been 
enclosed or at least equipped with 
small mesh wire to prevent accumula- 
tion of rubbish and if complete 
sprinkler protection had been pro- 
vided this fire could not have occur- 
red. 

\nother disastrous industrial fire 
occurred in March 1936 in a furniture 
plant in South Carolina with a loss 
running into the hundreds of thou- 
sands of dollars. Hazardous processes 
in finishing furniture were being em- 
ployed in unsegregated areas of the 
building and without proper ventilat- 
ing facilities. The fire which started 
from an open flame from a welding 
torch flashed rapidly throughout the 
building due to the flammable vapors 
from these processes. Over 500 
sprinkler heads were opened and the 
water supply proved totally inade- 
quate. The plant was destroyed. 
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HIE cases cited above are not un- 

usual or isolated. During the past 
five years alone there have been in 
the United States 172 fires involving 
a loss of more than a quarter of a mil- 
lion dollars each. The total loss in 
these fires alone amounted to $100,- 
000,000. More than half of them oc- 
curred in industrial plants. A careful 
examination of the history of these 
fires indicates very clearly that three 
general factors stand out as being pri- 
mary causes of the fires and the large 
loss. These factors are: inferior con- 
struction, inadequate private fire pro- 
tection facilities and delayed discov- 
ery of the fire due to lack of proper 
alarm facilities or watchman service. 

While in general it is safe to say 
that there has been a marked decrease 
in large industrial fires in recent 
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years, certainly the record just cited 
above is sufficiently startling and 
demonstrates all too clearly that a 
great deal still remains to be done if 
such fires with their tragic trail of loss 
of employment, loss of production, 
loss of good will and many times 
permanent destruction of a going 
business are to be eliminated. I think 
that most of the emphasis of recent 
years by fire protection authorities 
has been directed at mercantile, dwel- 
ling house and rural fire protection 
problems because the fire loss has 
been on the increase in those classi- 
fications and on the decrease in in- 
dustry. Industry deserves a lot of 
credit in fire protection and fire pre- 
vention. It has been the first to rec- 
ognize many practices of proper con- 
struction and proper fire protection. 
Most business men recognize the de- 
sirability of building right, of divid- 
ing property into small areas, of pro- 
viding automatic sprinklers, fire 
alarms, fire extinguishers and other 
forms of fire protection. There are 
still, however, obviously too many in- 
dustrial plant executives who have 
not yet been willing to pay the full 
price for fire safety. Just as in any 
other field, you get in fire safety what 
you are willing to pay for in time, 
thought and money for fire protection 
and fire prevention. All of the large 
loss fires in industry and other fields 
can be traced back to this failure to 
comprehend all of the factors in- 
volved. It is not enough to go part 
way. 
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VERY industrial concern would 

do well to adopt the fire pre- 
vention policy which has been adopted 
by one of our biggest oil companies. 
This company has given intensive 
study to the problems of fire preven- 
tion in the oil industry and has pub- 
lished a comprehensive fire preven- 
tion manual for its employees. The 
fire prevention policy of the company 
is stated very clearly and concisely in 
the introduction to this manual. I 
quote from this: 

1. All practicable measures to pre- 
vent the occurrence of fire in com- 
pany property should be taken and 
consistently maintained. By “prac- 
ticable” is meant all measures which 
are economically justified by the risks 
present and the property value in- 
volved: Fire prevention measures 
should be considered in the 
same way as any other expenditure 
to be made where they will save, in 
the probable loss and damage by fire 
which they will prevent in the long 
run, enough to return a satisfactory 
profit on necessary investment. 

2. In estimating the return on an 


investment in fire prevention, how- 
ever, values should be given to such 
items as hazards to personnel, inter- 
ruption to service and loss of business 
and the adverse effect upon public 
opinion which may result from a bad 
fire, as well as actual loss of property. 

3. Responsibility for fire protec- 
tion lies ultimately with the manage- 
ment controlling the property con- 
cerned. The management may and 
frequently does designate specific 
parts of fire protection to subordinate 
executives or specialists, but such of- 
ficers are accountable to the manage- 
ment for the proper carrying out of 
the duties assigned to them. Every 
employee to some extent is responsi- 
ble for fire protection in so far as it is 
involved in his regular duties, but to 
function effectively along this line he 
must be given proper instruction and 
adequate equipment. 

4. In the design of any new plant 
or part of a plant the manager must 
before approving plans consider all 
the major fire causes and pass on the 
adequacy of the fire prevention fea- 
tures of the plant. 

5. Similarly before approving any 
additions or alterations to a plant the 
management should study the effect 
of the proposed changes on fire causes 
and consider the resulting arrange- 
ment from the standpoint of its fire 
hazards. 

If every industry had this far- 
sighted and intelligent conception of 
its fire protection problem the Na- 
tional Fire Waste Council would have 
less to do and less to talk about. In 
the first part of this address I em- 
phasized the destructive side of the 
picture, that is, what happens when 
people fail to attack intelligently their 
fire prevention problem. It is always 
more pleasant and probably fully as 
effective to emphasize the construc- 
tive side :—what happens when an in- 
dustry does appreciate and follow 
through a logical fire prevention pro- 
gram. 





HE duPont Company is an in- 

dustry which might be considered 
as having an inherently high fire 
hazard. In a paper before the Safety 
Congress in New York a few years 
ago Mr. Harold L. Miner, their fire 
protection manager, made the follow- 
ing statement. ‘During the past nine 
years about 48,000,000 gallons of 
lacquer and other pyroxylin finishes 
have been manufactured at one of the 
duPont plants. The total fire destruc- 
tion during that period was $2,972. 
No fires have been experienced with 
the handling of large quantities of 
solvents or in the packaging opera- 
tions or storage. None of the fires 




















which occurred were particularly in- 
teresting or resulted from any un- 
usual or any unforeseen causes. The 
majority of them were the result of 
the failure of the human element 
which is difficult to control in any 
manufacturing establishment.” 

One of the most remarkable fire 
prevention campaigns was that car- 
ried on by the Youngstown Sheet and 
Tube Company. This company, of 
vast size and with a large army of 
employees, had had a large number 
of small fires. During the year 1926 
a total of 2,274 fires were recorded on 
the properties of the company. The 
supervisor of safety and the plant fire 
chief set out to do two things: first, 
to secure the cooperation of the men 
in the mills to reduce this excessive 
number of fires by reducing hazards, 
and second, to develop the efficiency 
of the fire brigade of employees. A 
series of meetings was held with the 
employees designed to demonstrate 
the practical value of fire prevention 
work to them and the industry. The 
intense practicability of the campaign 
is demonstrated by one _ incident. 
Considerable oil and grease hazard 
was found in one section of the plant 
because of the careless use of these 
materials. Fire prevention workers 
pointed out to the superintendent of 
the mill building that more careful use 
of oil and grease would not only re- 
duce fire hazards, but would save 
money and a saving of $583 in one 
month was thus effected. Along with 
this fire prevention campaign the fire 
brigades of the various plants were 
developed to a high degree of effi- 
ciency. Bear in mind that in 1926 
the company had 2,274 fires. In 1927 
there were 1,127 fires; in 1928 624 
fires; in 1929 579 fires; in 1930 254 
fires; in 1931 114 fires; and in 1932 
57 fires. I imagine that it would be 
rather difficult to convince the offi 
cials of the Youngstown Sheet and 
Tube Company that fire prevention 
work did not pay in view of that ex- 
perience. 
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HI science and art of fire con- 

trol is now mature. There is no 
lack of information on how to build 
buildings so that they will be rea- 
sonably safe against fire. Regulations 
governing every conceivable form of 
fire protection and fire hazard have 
been prepared over many years by the 
thirty-six technical committees of the 
National Fire Protection Association. 
Competent fire insurance and fire pro- 
tection engineering advice is available 
in any part of the United States. 
Many of our industries have compe- 
tent technical men devoting much of 
their time to the fire safety of their 
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plants and their advice and expe- 
rience is largely available for the ask- 
ing. The big industrial fire that oc- 
curs today is seldom if ever due to an 
unpredictable situation. Failure to 
provide a completely rounded out 
program of fire prevention and _ fire 
protection is usually responsible. In- 
telligent planning, appreciation of 
special hazards in a plant and a rea- 
sonable expenditure for sound con- 
struction and protection will prac- 
tically eliminate the possibility of a big 
fire. Keep that big bad hungry ruth- 
less wolf, fire, from knocking at the 
door of your factory. 





Pennsylvania Millers 
in New Building 

LONG REGARDED AS ONE OF THE 
STRONGEST MUTUAL COMPANIES IN 
the United States, the Millers’ Mu- 
tual Fire Insurance Company of Har- 
risburg, Pa., on April 29 moved into 
its new and modern home office build- 
ing. 

A two-story brick structure of 
Colonial design, it is trimmed in In- 
diana limestone, and its dignity is en- 
hanced by massive bronze doors and 
stone columns running to the roof. 
In the center of the flagstone walk 
which serves as the approach to the 
front entrance is set an interesting 
relic—an antique millstone of French 
buhr, which was used for many years 
by the White Milling Company of 
Bloomsburg, Pa., and which was 
presented to the company by _ the 
President of the Millers’ Mutual, H. 
V. White. 

The Millers’ Mutual was formed in 
1889 to provide more efficient insur- 
ance coverage for millers, and for 
many years confined itself with con- 
siderable success to this specialized 
line. Like many other members of 
the Mill Mutuals group, of which it 
is a member, the Harrisburg com- 
pany has in recent years extended its 
writings to the general field. On Dec. 
31, 1936, its financial strength was 
indicated by the fact that it had $1,- 
820,000 in assets, and a surplus of 
$1,128,500. 

In addition to President White, 
the company’s officers are Secretary 
C. M. Hutchison, Vice-President C. 
C. Gumbert, and Treasurer W. T. 
Knecht. 
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I1.R.M. in New Quarters 

THE IMPROVED RISK MUTUALS AND 
THE SPRINKLERED RISK MUTUALS 
have announced the removal of their 
head office to 60 John Street, New 
York City. 
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Analyze 1936 Illinois 
Industrial Mishaps 

LAST YEAR SHOWED AN INCREASE 
ovER 1935 or 12.1% IN THE NUM- 
ber of accidents reported to the in- 
dustrial division of the Illinois De- 
partment of Labor in connection with 
compensation cases, the report of the 
Department just issued shows. The 
38,647 accidents cost a total of $7,- 
422,919 in compensation payments. 

Of the total 459 accidents were 
fatal — 105 were killed by vehicles, 
71 by falling objects not handled by 
the worker, 24 by explosions, 20 by 
electricity, 74 in falls, and 15 by oc- 
cupational disease or industrial poi- 
soning. 

Of the non-fatal accidents the 
handling of objects injured 9,181, 
falls injured 6,139, falling objects 
hurt 3,256, striking against objects 
or persons injured 2,723, hot sub- 
stances and flames burned 1,183. Ve- 
hicles were responsible for 3,245 
mishaps. 

Compensation paid for “closed 
cases” averaged $229 $235 for 
male and $132 for female workers. 
Compensation paid for fatal injuries 
averaged $2,659 — $2,701 for male 
and $597 for female workers. Com- 
pensation for total disability aver- 
aged $5,422 per case. 


Private Crop Insurance 
Plan of Kansas Mutual 

THE MASS OF DATA WHICH HAS 
BEEN GATHERED BY THE AGRICUL- 
tural Adjustment Administration has 
been adjudged of permitting suffi- 
ciently accurate actuarial calculations 
to prompt the formation of a mutual 
crop msurance company at Topeka, 
Kans. — the Sowers Plan Crop In- 
surance Company. 

It will differ from the proposed 
government “ever-normal granary” 
plan in that it will guarantee cost of 
production to farmers insuring under 
it, regardless of yield or the market 
price at harvest time. 

In the determination of the rate 
schedule for wheat five points are 
involved : 

income per acre (by counties) ; 
number of acres sown; 

amount of the harvest ; 

price received per bushel ; 
percentage of abandonment. 

The company intends to operate in 
states other than Kansas. It intends 
to extend coverage to cotton, for in- 
stance, as soon as sufficient actuarial 
data has been secured and analyzed. 
Aside from corn, only cash crops will 
be insured. 
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HODGES DURING FIFTIETH ANNIVERSARY 


CELEBRATION BANQUET OF AMERICAN MUTUAL. 


Fiftieth Anniversary Celebration of 
American Mutual 


OUND together by a_ loud 
speaker telephone hookup in a 
number of cities, the Fiftieth 
Anniversary celebration banquet of 
the American Mutual Liability of 
Boston, at which more than twelve 
hundred were assembled, shared its 
program on April 21st with the staff 
of the company throughout a large 
section of the United States. This 
was the high point of a three day 
home-coming jubilee featured by ex- 
hibits of company activities, depart- 
mental and general meetings, together 
with tours to historic and scenic 
spots. During the banquet a painting 
was unveiled of the late Charles E. 
Hodges, co-founder of the American 
who served the organization for a 
half century. 
The history of the company is one 


of intelligent and courageous pio 
neering in new fields which under 
careful management developed a busi- 
ness totaling over $23,000,000 pre- 
mium income in 1936. Various 
phases of the growth of the American 
were commented on in an address by 
Charles E. Hodges, Jr., President of 
the company. Excerpts from this in- 
teresting speech as printed below 
give significant facts accounting for 
the company’s outstanding success. 
Other speakers prominent in the in- 
surance and business world completed 
the program. 

Mr. Hodges said in part: 
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IFTY years ago on March 29, 1887, 

the Commonwealth of Massachusetts 
issued to our twenty-six incorporators a 
charter for the first insurance company or- 
ganized in the United States to write liab- 


ility insurance. Exactly fifty years ago to- 
day on Wednesday, April 21, 1887, these 
twenty-six men met, accepted the charter 
and organized the American Mutual Lia 
bility Insurance Company. 

For these men a problem was about to 
arise for which no made-to-order solu 
tion was available. Therefore, in the trad- 
ition of American industry, they were tak 
ing time by the forelock and finding a 
solution of their own. 

The incorporators of American Mutual 
as employers recognized that the Massa- 
chusetts Employers’ Liability Act, which 
was to become effective September 1 of 
that year, created for them a new set of 
conditions requiring specialized study and 
handling and involving possible liabilities 
larger than they could conveniently assume 
for their individual accounts. 

They recognized the problem as an inti 
mate one involving relations with their 
own employees and they wanted a means 
of handling it under their own control. 
adapted to their own requirements, and 
which, in the final reckoning, would be of 
minimum cost. They knew that mutual 
insurance could furnish the solution be 
cause they were for the most part actively 
associated with mutual fire insurance, 
founded in America in 1752 by Benjamin 
Franklin and established among leading 
New England manufacturers in the early 
part of the nineteenth century. 

Fifty years ago, October 1, 1887, Amer 
ican Mutual began its insurance operations 
with a total annual premium volume of 
about $21,000. Today its annual premium 
volume is more than $23,000,000. Fifty 
years ago that day American Mutual had 
22 policvholders: today the American Mu- 
tual and its affiliated companies have ap 
proximately 100,000 policies in force. Fifty 
years ago American Mutual had five em- 
ployees; today it has over 1800. In the 
first vear of the Company’s operations the 
number of letters mailed out, of which 
copies were made, was about 1500. In 
1936 the number of pieces mailed from the 
home office and district and branch offices 
was about 2,000,000. 

Fifty years ago we had no telephone and 
it was not until 1890 that the Board of Di- 
rectors voted “That the expediency of en- 
gaging a telephone be left with the Man- 
ager with full power.’ Today in Boston 
and New York we have our own internal 
telephone systems and throughout the 
country have 700 telephone extension sets. 

Fifty years ago we occupied a single 
room in Boston measuring 23 feet by 21. 
Today nearly all of our Boston office 
building, containing 100,000 square feet of 
floor space, is needed to house the home 
office, large quarters are necessary in dis- 
trict office cities and in 49 other cities 
space larger than that of the original of- 
fice is required. The territory served has 
spread from eastern Massachusetts to all 
of the United States, and to employers’ 
liability insurance has been added not only 
workmen’s compensation, its successor, but 
practically all forms of liability and cas- 
ualty insurance required by the factory, 
the store, the home, and the private per- 
son. In fact, together with its associated 
organizations, Allied American Mutual 
Fire Insurance Company and American 
Policyholders’ Insurance Company, it may 
be said to furnish practically all forms of 
insurance except life. 


Here are the symbols of accomplish- 
ment in which you may take great pride, 
for, in latter years, at least, it has been 
your accomplishment. 

















© far as age is concerned we are saved 

from too great pride if we compare 
the fifty year life of American Mutual 
with that of other corporations in the 
United States. We find in the insurance 
field alone that the Philadelphia Contrib- 
utionshi, for the Insurance of Houses 
from Loss by Fire, the mutual fire insur- 
ance company which Benjamin Franklin 
helped to found, is now 185 years old, 
having been established in 1752. Our 
neighbor, the John Hancock Life Insur- 
ance Company, this year is celebrating its 
75th anniversary. Moreover, we have with 
us tonight friends of American Mutual 
who are connected with some of the in- 
dustrial companies whose names were 
placed on the American Mutual policy- 
holder register book October 1, 1887, Mer- 
rimack Manufacturing Company, of which 
Mr. Herbert Lyman, son of Arthur T. 
Lyman an incorporator of American Mu- 
tual, is treasurer, and Mr. Frederick 
Flather, the senior director of American 
Mutual, is president, was sixty-six years 
old when American Mutual was founded. 
The Boott Mills of which Mr. Flather is 
treasurer is now two years more than a 
century old, and Fisher Manufacturing 
Company, of which Mr. Arthur T. Lyman, 
the grandson of Arthur T. Lyman and 
also of Francis Cabot, both American Mu- 
tual incorporators, is president, traces its 
history to 1831, although it was organized 
as a corporation fifty years later. Mason 
Machine Works whose president is Mr. A. 
Cleveland Bent, the son of William Bent, 
another incorporator, goes back to 1845. 

Therefore, let us hope that with the 
passage of youth American Mutual has 
found a firmer basis for carrying for- 
ward the objectives and principles upon 
which it was founded and which it fol- 
lows in its operation today. We have 
a great opportunity for service. The 
economic development of the United 
States has been bought at a prite meas- 
ured in part in terms of danger. The 
American people have indicated that 
they will, if they must, live danger- 
ously. We have an unending task of 
reducing the burden of death, injury, 
and disaster, to its minimum. An un- 
ending task of distributing the remain- 
ing cost fairly among those to whom it 
is chargeable. We share responsibility 
for continuous study and application of 
the means of preventing accidents. We 
share responsibility for the development 
of medical science so that it may best 
alleviate the suffering that accident 
brings in its wake. 

We share responsibility for the elimi- 
nation of dishonesty and waste result- 
ing from accidents. We share responsi- 
bility for the enactment of sound laws 
to assist in the fulfillment of these pur- 
poses. We have direct and sole respon- 
sibility for caring for the interests of 
those who have entrusted themselves to 
our care. We have direct and sole re- 
sponsibility for seeing that the work we 
are employed to do is done honestly, 
quickly, and at reasonable cost. 


We must not forget that the growth 
of American Mutual in its first fifty 
years has been possible only because of 
the economic and social development of 
the United States during the same period. 
rhis development has exceeded that ever 
seen at any time in any other country. 
We can be proud that we have contributed 
to this, but should acknowledge that we 
Nave done no more than our share. The 
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fact that the American people today indi- 
vidually and as a whole are better fed, 
better clothed, better housed, and have 
more of the luxuries of life while work- 
ing less and suffering less than any other 
people in this history of the world is the 
result of the natural resources of the 
United States, its kind of people, its sys- 
tem of private enterprise, and its organi- 
zation as the first republic of the modern 
world. 

I like those often repeated words of 
Thomas Babington Macaulay written a 
century ago, “Our rulers will best pro- 
mote the improvement of the people by 
strictly confining themselves to their own 
legitimate duties—by leaving Capital to 
find its most lucrative course, Commodi- 
ties their fair price, Industry and Intelli- 
gence their natural reward, Idleness and 
Folly their natural punishment—by main- 
taining peace, by defending property, by 
diminishing the price of Law and by ob- 
serving strict economy in every department 
of the state. Let the government do this: 
the people will assuredly do the rest.” 
And the words of George Washington, 
“Nothing but harmony, honesty, industry 
and frugality are necessary to make us a 
great and happy people.” 

Harmony, honesty, industry and frugal- 
ity are the qualities which have guided the 
administration of American Mutual for 
half a century, and they will continue to 
guide it. With these qualities we must 
strive to maintain the pioneer spirit which 
is American Mutual’s inheritance. 


Ohio Ruling on Withdrawal 
of Deposits 


ATTORNEY GENERAL HERBERT S. 
DUFFY OF OHIO HAS, IN RESPONSE TO 
a question of Hon. Robert L. Bowen, 
Superintendent of Insurance, ren- 
dered an opinion relating to the with- 
drawal of deposits made by com- 
panies writing liability insurance un- 
der Section 9510(2) of the General 
Code. 

The numerous foreign companies 
required in the past to make such 
deposits in Ohio are permitted to 
withdraw them under Sections 9510-7 
and 9510-10, which became effective 
July 5, 1923, when the Superintend- 
ent of Insurance of Ohio (1) receives 
a certificate of the Superintendent of 
Insurance of the home state that the 
company has deposited with him one 
hundred thousand dollars for the ben- 
efit and security of all its policyhold- 
ers, and (2) certifies that all the ob- 
ligations and liabilities which the de- 
posit was made to secure have been 
paid or extinguished. Such a de- 
posit has been held to be primarily 
for the protection of Ohio policyhold- 
ers. Therefore, a substitute deposit 
in the state of incorporation for a 
purpose determined by the laws of 
that state is inadequate. The opinion 
says “the deposit in Ohio, therefore, 
is required to be maintained for the 
benefit of Ohio policyholders until 
such time as the Superintendent of 
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Insurance is satisfied by a certificate 
of the Superintendent of Insurance 
or other officers of the foreign state 
that a deposit has been made for the 
benefit and security of Ohio policy- 
holders and accepts the certificate in 
lieu of the Ohio deposit.” 

Superintendent Bowen inquired 
specifically at what point of time he 
should make his determination as to 
whether the obligations and _liabili- 
ties of the company are paid and ex- 
tinguished. The answer given was 
“It was not the intention to have a 
foreign insurance company maintain 
two deposits. It would seem, there- 
fore, that the obligations and liabili- 
ties in existence at the time the Ohio 
deposit is no longer required to be 
maintained would be the obligations 
and liabilities that are required to be 
paid or extinguished, for at that time 
the insurance company does maintain 
a deposit in its own state for the pro- 
tection of Ohio policyholders. All ob- 
ligations and liabilities arising after 
the Ohio deposit is no longer re- 
quired to be maintained are pro- 
tected by the foreign deposit. This 
would give Ohio policyholders all the 
protection the legislature intended for 
them.” 
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Casualty Actuarial Society 
Meets 


THE SPRING MEETING OF THE CAS- 
UALTY ACTUARIAL SOCIETY WAS HELD 
at the Westchester Country Club, 
Rye, New York, on May 14. 

An address by Leon S. Senior, 
President of the Society, entitled, 
“Social and Economic Factors Re- 
lating to Casualty Insurance,” was 
one of the highlights of the program. 
The gathering also held informal dis- 
cussions on: 

I. Premium and Loss Reserves 

for the Casualty and Surety 


Business— 
(a) In what respects could 
present methods be im- 


proved ? 

Should not a reserve be 

provided against the re- 

currence of an unfavor- 
able loss ratio in the 
bonding lines ? 

II. Latest Developments in Con- 
nection with Occupational Dis- 
ease Coverage Under Work- 
men’s Compensation Laws, 
including 
(a) Trend as to definition of 

impairment ; 

Problem of accrued lia- 

bility: (1) underwriting, 

(2) reserves ; 

(c) Underwriting criteria; 

(d) Preventive aspects. 


(b) 


(b) 
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Annual Meeting of N. F. P. A. 


ORTH America’s leaders in 

the never-ending battle against 

fire—engineers, fire marshals 
and fire department heads, educators, 
and insurance experts—in_ greater 
numbers than ever before in the long 
history of the organization came to- 
gether in Chicago on May 10 for the 
five days of meetings comprising the 
41st annual convention of the Na- 
tional lire Protection Association. 
When the meetings ended on May 14 
the latest data upon the many vexing 
problems which continue to arise in 
the field had been thoroughly probed 
hy groups of skilled specialists, and 
courses of action and education for 
the coming year mapped. 

l'rom the session of the fire mar- 
shal’s division which opened the con- 
vention, down to the election of 
Association officers for 1937-1938 
which closed the conclave, the practi- 
cal rather than the theoretical side of 
the task of cutting America’s annual 
fire toll was stressed; and although 
the studies which specialized commit- 
tees have been making for a year of 
various problems were shown to have 
borne valuable fruit by the reports 
which were made, the appointment 
of other committees to study new 
problems during the coming year in- 
dicated clearly that preventing fires 
is a task that can never be completed 
in its entirety. 

An idea of the scope of the Asso- 
ciation’s activities can best be gained 
from a list of the reports which were 
made to the several sections of the 
convention. Among the general top- 
ics discussed were the work of the 
fire marshals during the past year, 
safety from fire at sea, the fire haz- 
ards presented by auto trailers and 
auto camps, the fire problems of 
American cities in 1937, new prob- 
lems faced by fire departments, rural 
fire protection, forest fires, and a 
forecast of progress in fire adminis- 
tration. 

Committee reports covered a wide 
range. Among the committees pre- 
senting their findings to the interna- 
tional body were those on: the fire 
record, the fire prevention and clean- 
up campaign, city planning and zon- 
ing, electrical field service, electricity, 
model electrical law, static electricity, 
signaling systems, protection against 
lightning, blower systems, combus- 
tible fibers, hazardous chemicals and 
explosives, building construction, pro- 
tection of openings in walls and par- 
titions, gases, manufacturing hazards, 
fireproofing and preservative treat- 
ments, truck transportation, flam- 


mable liquids, farm fire protection, 
spontaneous heating and ignition, hy- 
drants, valves, and pipe fittings, tanks, 
fire pumps, field practice, automatic 
sprinklers, hose couplings and noz- 
zles, dust explosion hazards, salvag- 
ing operations, safety to life, piers 
and wharves, automatic sprinkler or- 
dinance, and construction operations, 

The program was in charge of a 
committee headed by chairman Curtis 
L.. Welborn, and of which [Eugene 
Arms, Benjamin Richards, J. A. 
Neale, R. E. Maginnis, Frank Mc- 
Auliffe, and R. EF. Vernor were 
members. President George W. [l- 
liott, board chairman Albert T. Bell, 
and managing director Franklin H. 
Wentworth served as the ex officio 
members of this body. 


Kk the various special groups 

which met apart from the gen- 
eral sessions of the convention, per- 
haps the most interesting was the fire 
marshals section, which was presided 
over by Sherman VY. Coultas, state 
fire marshal of Illinois, and to which 
Illinois’ assistant insurance commis- 
sioner Roy Davis delivered the ad- 
dress of welcome. 

Its speakers concerned themselves 
almost entirely with those two major 
functions of a fire marshal’s depart- 
ment—the apprehension of arsonists, 
and the prevention of fires through 
public education designed to prevent 
the carelessness which ranks so high 
in this country as a cause of fire. The 
keynote was the responsibility which 
fire marshals owe to the public to 
coordinate and disseminate the vast 
amount of fire prevention information 
which is annually being accumulated 
by specialists in the many related 
fields. 

The groundwork for the section’s 
approach to the problem of incendi- 
ary fires was laid in a discussion of 
the collection of evidence in arson 
cases by Harry Rethoret, manager of 
the Fire Underwriters Investigation 
and Loss Information Bureau of 
Montreal. 

He stressed the point that the 
arson investigator must always bear 
in mind that his evidence must even- 
tually be submitted to the defense, 
and that for this reason every possible 
objection to the evidence and_ wit- 
nesses gathered must be anticipated. 

He stated that his organization has 
achieved satisfactory results by mak- 
ing unusual efforts to contact persons 
turning in alarms, and to secure the 
statement of the first fireman to enter 


a burning building. Among his rec- 
ommendations were thorough coop- 
eration with police, careful preserva- 
tion of evidence in sealed containers 
with attached records proving the 
continuity of possession, the securing 
of accurate photographs of the debris 
of suspicious fires, and thorough ex- 
amination of all heating appliances in 
a burned edifice. 

He divided fires into four classifi- 
cations—those set by such irresponsi- 
bles as pyromaniacs and children; 
those set by professional arsonists ; 
those set to one’s own property for 
the purpose of defrauding an insur- 
ance company; and those set for re- 
venge. He ranked careful observation 
of crowds at fires as the most success- 
ful method of apprehending pyroma 
niacs, who ordinarily show unusual 
excitement; insurance fires require, 
he declared, a close examination of 
policies, books of account, and other 
papers ; examination of the victim of 
a revenge fire, the Canadian investi- 
gator pointed out, usually results in 
the singling out of the enemy or 
enemies who would have reason to 
touch off a property. It was with ex- 
pressed regret that he concluded that 
the use of informers is the only satis- 
factory method of building cases 
against professional arsonists. 


A BRUCE BIELASKI, who be- 
e came a noted arson investi- 
gator for insurance companies after 
having left the United States Depart- 
ment of Justice, took issue with him 
on this point. He gave it as his 
opinion that the use of clever under- 
cover detectives, who can gain the 
confidence of arson ring members by 
posing as criminals, is much to be 
preferred to the use of informers, and 
cited cases from his own experience 
to show how well this system had 
worked out. 

He asserted that arson has fallen 
off greatly in recent years, and that 
there are few organized rings operat- 
ing since the sweeping cleanups in 
New York and Chicago, but warned 
his audience that the low point for 
arson was probably reached six 
months ago, and that from now on 
there is a possibility that the crime 
will increase. 

The control of public adjusters as 
a method of cutting the insurance 
fire loss was discussed by Fire Mar 
shal Jacob S. Clinton of Philadelphia, 
who has made great strides in over 
coming a difficult local situation along 
this line during the past year. 

A plea for the training of firemen in 
more scientific firefighting methods 
was voiced by Prof. L. H. Provine, 
director of the Fire School, University 
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of Illinois, who recommended edu- 
cation m industrial processes and sub- 
stances, and in mob psychology, as 
necessities for the fireman of the fu- 
ture. The laboratory and the library 
will be just as much a part of the 
future fire station as the pinochle 
table is today, he declared. 

The value of training school chil- 
dren in fire prevention as an approach 
to cutting the fire loss was pointed 
out by Frank Buckalew, Memphis 
fire marshal, and by Bernard Lynch, 
chief of Indianapolis’ Fire Prevention 
Bureau. 

A factual exposition of the methods 
which he employed in handling the 
flood situation recently in southern 
Indiana was given by Fire Marshal 
Clem Smith of Indiana. He urged all 
fire marshals to be prepared for such 
disasters by making advance prepara- 
tions for cooperation with the Na- 
tional Guard, the police radio sys 
tems, and insurance companies whose 
inspectors can be sworn in as ex 
perienced emergency deputies. 


N. Y. Retrospective Rating 


(Continued from Page 20) 


that “no evidence has been submitted 
which would tend to show that it is fair 
to allow 17% per cent for commissions 
and acquisition and field supervision cost 
in the case of small risks and assess these 
costs against such assureds, as compared 
with paying but 10 per cent for such costs 
on the premiums of larger assureds and 
assessing this smaller expense ‘to such 
policyholders. ? 

The 1932 decision was predicated upon 
a different set of facts than those pre 
sented here. There was no element com 
parable to self-insurance in the plan then 
before the Department; it was merely a 
proposal to give a discount in connection 
with full insurance. The 1932 proposal 
definitely would have shifted to smaller 
risks, through additional charges which 
were to be applied to all risks, part of 
the cost of granting a discount to the 
larger risks. No such element exists in 
the retrospective plan ; the plan is self 
contained, actuarily self-supporting and 
there is no indication that it will pro 
duce any off-balance. 


ee) & a. 
NOTHER ground of discrimination 
uggested by the opponents of the 


plan is its interstate rating aspects. Under 
the plan as tiled the entire loss experience 


1 risk doing business in New York 
ind other states would he used in deter 
mining the final premium. A_ risk pro 


ducing $1,000 in premiums in New York 
State and $49,000 in premiums outside of 
this state would be eligible for retrospec 
tive rating. Obviously if the premiums 
outside of New York are developed in 
States in which the retrospective rating 
plan is not operative, serious abuses could 
aise, 

On the other hand, if the operations of 
the risk outside of New York are con 
fined to states in which the retrospective 
rating plan is used, there appears to be 
no discrimination in permitting the com- 
bined expericnce to be used in determin 
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ing the final premium. The insurance cost 
in each state will be measured by a com- 
parable yardstick. It should not be neces- 
sary to have premiums totaling $5,000 in 
New York alone to make a risk eligible 
for the plan. This would work an un- 
warranted hardship in many cases merely 
because operations are carried on in two 
or more states. It will suffice if the plan 
is amended to limit interstate rating to 
states in which the retrospective plan is 
used. 

A joint committee representing the va- 
rious brokers organizations in New York 
City through a spokesman at the hearing 
favored the plan generally but requested 
certain modifications. One change which 
the brokers proposed was the elimination 
in the loss conversion factor of the load- 
ing for home office management, payroll 
audit and inspection expenses of the car- 
riers. Their argument was based upon 
the fact that the basic premium contains 
a major element of such loadings and that 
it would be unfair to ask the producers to 
forego commissions on any premium de- 
veloped in excess of the minimum without 
at the same time requiring the companies 
to make a corresponding reduction in 
their expense loadings. There is consid 
erable merit in this argument and it is 
the opinion of the Superintendent that 
the additional loadings for home office 
administration, payroll audit and inspec 
tion expenses should be eliminated from 
the loss conversion factor. This will per 
mit an increase in the allowable loss ratio 
to at least 60 per cent for all risks paying 
standard rates under the plan. 

The joint committee of the brokers also 
advocated the use of average costs for 
death and permanent total disability cases 
in determining the final retrospective pre- 
mium. Averages are used in the present 
rating plan and this is done because it is 
in conformity with sound insurance prin 
ciples. The same reasoning applies to 
retrospective rating. It seems unfair to 
penalize one risk for a death case involv- 
ing a large number of dependents as 
against another risk having a similar fatal 
accident where the deceased employce 
leaves no dependents. One of the advan- 
tages claimed for retrospective rating is 
that an employer can effect some measure 
of control over his insurance costs 
through accident prevention efforts. This 
reasoning is not entirely applicable if the 
uncontrollable and variable status of de 
pendents is to be a factor in the cost of 
insurance. The plan should therefore be 
amended to provide for the use of ave 
ave rather than specific death and per 
manent total dis ibility costs 


a * eS 

i the amendments proposed in this de 

cision are adopted, the Superintend 
ent will approve the retrospective rating 
plan for use in New York State on an 
experimental basis in recognition of the 
wide-spread demand and support for it. 
he Superintendent specifically reserves 
his right to review the plan in practical 
operation with a view to withdrawing his 
approval in the event discrimination or 
other abuses and inequities should develop. 

The Compensation Insurance Rating 
Board has had presented to it by the mu 
tual carriers a plan referred to as “Work 
men’s Compensation Insurance Supple- 
mentary Rating Plan.” From an_insur- 
ance standpoint there is much to commend 
the principles of this plan although the 
expense loading features would probably 
detract from the usefulness of the plan 
from the viewpoint of stock carriers and 
their desire to compete with self-insur- 
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ance. The principle of the Supplementary 
Rating Plan is to divide the premium rate 
into two parts: provision for normal 
losses and for excess losses. Statistics 
have been maintained in this manner for 
many years for use in connection with 
experience rating. The portion of the pre- 
mium designed to provide for normal 
losses, that is, losses up to the fixed 
amount referred to, would be adjusted ac- 
cording to actual experience. The portion 
of the premium designed to provide for 
loss costs exceeding a fixed amount per 
injury or accident would under this plan 
be adjustable only as provided in the pres- 
ent experience rating and schedule rating 
plans. While the Superintendent cannot 
pass upon a plan which has not been sub- 
mitted it would seem that from the in- 
surance standpoint the principle of this 
plan may have greater advantages than 
the one submitted. It provides in sub- 
stance that the assured provide for his 
own normal losses, whereas, the hazard 
of excess losses is insured. The Board 
should complete its study of this plan as 
soon as possible. 


Beha Returns to Practice of 
Law 


JAMES A. BEHA, GENERAL COUNSEL 
OF THE ASSOCIATION OF CASUALTY 
and Surety Executives and the Na- 
tional Bureau of Casualty and Surety 
\'nderwriters, and Superintendent of 
Insurance for the State of New York 
from 1924 to 1928, has resigned from 
the two organizations to return to 
the practice of law. Mr. Beha opened 
offices at 70 Pine St., New York City, 
on May Ist. He also severed his 
connections with the Conferences on 
Acquisition and Field) Supervision 
Cost for both the fidelity and surety 
and the casualty insurance companies. 
He had been serving these two or- 
ganizations as chairman and general 
counsel since 1931. 

In announcing his resignation of 
official «connection with the casualty 
business, Mr. Beha made the follow 


ing statement : 

“Naturally, I leave the National 
Bureau of Casualty and Surety Un 
derwriters and the Association of 
Casualty and Surety [Executives with 
regret, for I have thoroughly enjoyed 
my direct connection with the casu 
alty insurance business. At the same 
time, I have had a growing desire, in 
recent years, to return to the private 
practice of law. An opportunity t 
do this in a way which seemed ad 
vantageous was irresistible. So, I am 
reopening my own office and feeling 
as happy about it as a youngster fresh 
from school.”’ 





WANTED 
Accident and Health insurance Under- 
writer and Department Manager, Mutual 
Casualty writing business in Oklahoma 
Address Y37, Journal of 


American Insurance. 


and Texas. 
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Too Tired To Drive 
(Continued from Page 14) 


going to stop and are looking for a 
place to eat or sleep, your attention 
is diverted from your driving just at 
the time when there is likely to be a 
definite impairment of your ability to 
observe and react. Many fatigue ac- 
cidents occur in this single situation. 
If evening finds you in this predica- 
ment, slow down—slow way down. 
The situation. can be entirely avoided 
by planning your stop in advance. 
Failure to do so accounts for many 
of the excessively long drives that are 
made by motor travelers. Occasion- 
ally a driver finds it absolutely nec- 
essary to drive on when he knows 
full well that he is dangerously tired, 
when, for example, he must fight to 
keep his eyes from closing. If you 
are ever in such a state, be sensible. 
Draw off to the side of the road and 
take a nap. 
ee ¢« ® 


ae drivers should realize that 
the condition of their car as 
well as the state of the road and the 
weather are important factors in pro- 
ducing fatigue. Extra fatigue goes 
with an inefficient automobile. If, for 
example, you have brakes that grab 
or are unequalized you are under an 
added strain. You must not only be- 
ware of the common dangers of the 
highway which are numerous enough, 
hut you must constantly keep the 
brakes in mind. Of course you should 
realize that driving on rutted, slip- 
mountainous roads is far 
more fatiguing than on smooth, dry, 
straight roads, and that operating a 
car in fog, rain or snow will ‘wear 
you out’ faster than scooting along in 
good weather. 

“If you are aware of the possibility 
of fatigue you can compensate for it. 
\Many a driver exceeds the reasonable 
limits of his own endurance without 
sacrificing his safety. Not long ago 
in Detroit I was kept up late one 
night. Yet on the following morning 
it was necessary for me to arise two 
hours earlier than I usually do to 
drive to Grand Rapids to deliver a 
lecture and attend a conference. I 
did so and started back to Detroit in 
the late afternoon. There was no 
doubt in my mind that I was tired and 
I should have given a lot to avoid the 
trip, but that was impossible. 

“What did I do? I ‘leaned over 
backwards’ to be cautious. I drove at 
an average rate fully fifteen miles an 
hour slower than I customarily drive. 
I was extremely careful when I 
passed a car and I made sure that 
every traveler who wanted to pass me 
had all the room he needed. 
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“Thank heavens I was that care- 
ful! Near the crest of a hill I saw a 
large van coming toward me. Ordi- 
narily I should have remained on my 
side of the road and sped by. But on 
this night, as I have said, I was being 
more than ordinarily circumspect. 
Knowing that behind trucks passen- 
ger cars often are lurking I reduced 
my speed to 25 miles an hour. Sure 
enough as I approached the truck a 
car zoomed out from behind it and 
stared me in the face. To let it get by 
between my car and the van I had to 
stop almost dead still. If I had main- 
tained even the 25 mile gate I should 
have had to take the ditch or hit the 
errant motorist head on. 


‘¢7T i’ [ had not recognized my con- 

dition at the outset and compen- 
sated for it I am not sure what the 
outcome would have been. It is quite 
probable, however, that had I been 
traveling fast, this study of fatigue 
would never have been completed— 
by me. Why did the other driver do 
the criminally careless thing that he 
did? I do not know. But it is quite 
possible that his senses were dulled 
by weariness.” 


Accident Symposium in 
New Edition 


COPIES OF THE SYMPOSIUM RE- 
CENTLY PRINTED BY THE DUKE UNI- 
versity School of Law on “Financial 
Protection for the Motor Accident 
Victim,” which was widely acclaimed 
as one of the most comprehensive 
treatments of the subject ever at- 
tempted at the time of its publica- 
tion, are again available to the public, 
it is announced by Prof. David F. 
Cavers, its editor. Htavy demand for 
the volume, which is priced at 75 
cents, necessitated a reprinting which 
is now off the presses. 

Among the facets of the problem 
treated by recognized authorities in 
their fields are : “The Uncompensated 
Accident and Its Consequences,” by 
Emma Corstvet; “Changing Rules of 
Liability in Automobile Accident Lit- 
igation,” by Richard M. Nixon; “The 
Liability Claim Racket,” by Robert 
Monaghan; “The Financial Respon- 
sibility Law,” by Joseph H. Braun; 
“The Operation of Financial Respon- 
sibility Laws,” by N. P. Feinsinger ; 
“Administrative Problems of Finan- 
cial Responsibility Laws,” by Rob- 
bins B. Stoeckel; “Compulsory Mo- 
tor Vehicle Liability Insurance in 
Massachusetts,” by Prof. Ralph H. 
Blanchard ; “Compulsory Motor Ve- 
hicle Insurance and Court Congestion 


in Massachusetts,” by Dunbar I. Car- 
penter ; “Compulsory Liability Insur- 
ance Under the British Road Traffic 
Acts of 1930 and 1934,” by Francis 
Deak; “Compulsory Liability Insur- 
ance for Commercial Motor Ve- 
hicles,” by Lyman Brownfield ; “The 
Merits of the Automobile Accident 
Compensation Plan,’ by Shippen 
Lewis; and “Grounds for Opposing 
the Automobile Accident Compensa- 
tion Plan,” by P. Tecumseh Sherman. 
ee @ @ 


Improved Barns Get 
Fire Rate Credit 


FARM INSURANCE CREDIT RATES FOR 
BARNS OF SUPERIOR CONSTRUCTION 
have been introduced in Illinois, and 
will be introduced shortly in the 
other midwestern states apart from 
Ohio and Missouri. The credits are: 

15% for barns which may have 
wood frames, but which are metal- 
sheathed inside and out, with no 
wood exposed, not more than one 
story in height, with concrete floors, 
metal window frames and metal or 
metal-clad doors, and all interior 
equipment of metal. Hay or feed 
must be stored outside the building, 
and if stored within 75 feet must be 
in metal containers cut off from the 
building by _ self-closing 
metal-clad doors. 

25% for barns which are of steel 
or other incombustible material 
throughout, in which case detach- 
ments may be reduced to 50 feet. 

Rate credits for rural fire depart- 
ment protection have also been intro- 
duced in the following states: Tlli- 
nois, 7 cents: Tennessee, 8 cents: 
Iowa, 6 cents; Nebraska, 5 cents. 


metal or 


Bankrupt Must Pay This 
Auto Judgment or 
Go to Jail 


THAT AN INDIVIDUAL AGAINST 
WHOM \ JUDGMENT II\S BEEN SE- 
cured in an automobile accident case 
in which a malice count is involved 
cannot escape, by going through 
bankruptcy, the possibility of being 
jailed for its non-payment, was_ the 
holding of the United States Circuit 
Court of Appeals in a decision of 
wide importance recently rendered 
in Chicago. 

In the past numerous persons had 
escaped the payment of such judg- 
ments by going through bankruptcy, 
and the decision is expected to have 
far-reaching effects. In the case in 
question, that of James FE. Greene, 
bankrupt, the immediate effect is that 
he can be placed in jail unless a 
$10,000 judgment awarded against 
him is paid. 








ea ri tte oe 





Pec tS 


Ps i RB aod 





“ naayestseN aor 
Yo ie eR aioe 


we 


pr aeees 


Erie eae NS ty 


me 


Pee RD 1B ew ad RO 


Rats 


i 



































































































































SUBSTANTIAL SAVINGS 


Substantial dividend savings have been 


returned to policyholders every year. 
Sound and efficient management coupled 
with a careful selection of property insured 
has made this remarkable savings record 


possible. 
































































































































































































































STATEMENT 


at close of business December 31, 1936, as reported to Department of Insurance, State of Illinois 
, 


ASSETS: 
Cash in banks... on VY Sates Cea a $ 255,866.01 


U. S. Government bonds pee Bes 2k scccisedecessacacecasse-- GREE 
State and municipal bonds... somite xen tincdchadanieiaty an 
Public Utility and other bonds ee ee Se 
| e: vecceeeseeee---- 487,100.04 
First mortgage loans on real estate adel Maca 89,390.07 
Premiums in transmission 2 éntuseesecs | AOSROROE 
Accrued interest and other assets Carey ewe 14,897.79 


Totrat CasH ASSETS 224i _.......2,047,061.89 


LIABILITIES: 


Reserve for unadjusted losses 9 92,424.83 
Reserve for unearned premiums - 990,154.83 
Reserve for taxes, expenses and dividends . 139,702.06 
Reserve for contingencies (voluntary ) . 100,000.00 

Total liabilities and reserves _.$4,322.281.72 
SURPLUS TO POLICYHOLDERS . 724,780.17 

Torat esseeeees+e-929047,061.89 


Bonds on amortized basis. No bonds in default as to principal or interest. Stocks are carried at cost. All industrial stocks are 
in Corporations which have earned not less than 4% in each of the last five years. On the basis of December 31, 1936 market 
values, assets and surplus each would be increased by $100,492.38. 


NATIONAL RETAILERS MUTUAL INSURANCE COMPANY 


~ 
vviston. of Kenrprer Pnswranc: 


HOME OFFICE: 7450 SHERIDAN ROAD CHICAGO, U.S.A. 


Fire . . . Windstorm . .. Use and Occupancy ... Rents . . . Inland Marine . . . Automobile Fire, 
Theft and Collision Insurance under Dividend-Paying Policies. Present rate of Dividends 15% to 55%. 














